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Shell  plans  $8.5bn  project 


By  Robert  Coafaw 

Royal  Dutch/SheD  has  proposed 
an  $&5bn  plan  to  revitalise  the 
Nigerian  petroleum  Industry 
with  one  of  the  most  ambitious 
Integrated  oil  and  natural  gas 
development  projects  In  the 
world.  The  scheme  would  be  the 
biggest  industrial  Investment. 
mnAc  in  sub-Saharan  Africa. 

The  Anglo-Dutch  company, 
which  produces  about  half  of 
Nigeria's  output  of  just  less  than 
2m  barrels  a day,  is  in  fan™  with 
the  military  government,  politi- 
cians, other  International  oil 
companies  and  contractors  about 
the  five-year  scheme. 

The  plan  would  see  Nigerian 
oil  output  surge  by  almost  a 
third,  or  600,000  barrels  a day, 
m nut  of  which  would  w™»  from 
new  offshore  fields,  it  would  also 
establish  Nigeria  as  a force. In  the 
global  liquefied  natural  gas 
industry. 


Scheme  would  revitalise  Nigeria’s  oil  and  gas  industry 


Approval  of  the  plan  would  be 
a big  political  boost  to  an  incom- 
ing civilian  government,  which 
would  inherit  the  country’s  worst 
economic  crisis  since  Indepen- 
dence nearly  40  years  ago. 

The  board  of  directors  of 
Nigeria  Liquefied  Natural  Gas 
(NLNG),  which  includes  repre- 
sentatives from  the  government. 
Shell,  Elf  Aquitaine  of  France 
and  Aglp  of  Italy,  were  locked  In 
talks  in  London  last  week  to 
decide  whether  to  launch  a third 
production  train  at  its  Bonny 
Tdanii  plant,  on  Nigeria's  Atlan- 
tic coast.  NLNG  is  chaired  by  a 
senior  Nigerian  government  offi- 
cial. 

The  third  train  is  the  key  build- 
ing block  in  Shell's  integrated 
plan  to  develop  four  big  offshore 
Oil  fields  — Intending  its  BongS 
deepwater  discovery  - and  a vast 
offish  ore  and  onshore  gas  gather- 


ing pipeline  network  to  turn  the 
huge  quantities  of  gas  that  are 
currently  flared  into  LNG  for 
export 

Two  of  the  big  offshore  fields 
are  shallow  water  discoveries 
that  Shell  has  not  previously 
made  public. 

The  company  said  the  scheme 
would  generate  net  income  for 
the  Nigerian  state  of  $20bn  over 
25  years.  It  would  also  entrench 
Shell’s  controversial  presence  in 
Nigeria. 

The  inhabitants  of  the  Niger 
Delta,  where  Shell's  operations 
are  concentrated,  are  growing 
increasingly  restive  over  the  lack 
of  development  in  a region  that 
produces  most  of  the  country’s 
wealth. 

There  have  been  recent  clashes 
between  the  army  and  militants, 
including  an  farfriant  last  week 
outside  Shell's  Forcados  export 


terminal  in  which  five  people 
were  killed.  Militant  groups  have 
forced  the  closure  of  about 
150,000  barrels  a day  of  Shell’s  oil 
production  In  the  delta. 

Ronald  van  den  Berg,  chairmqr? 
of  Shell's  Nigerian  subsidiary, 
said  70  per  cent  of  the  total' 
$8.5bn  cost  over  the  next  five 
years  would  be  provided  by  inter- 
national companies.  The  Niger- 
ian government  would  have  to 
contribute  the  remainder. 

But  Mr  van  den  Berg  said  offi- 
cials In  Abuja,  the  capital,  have 
already  agreed  to  make  gas- 
related  investments  a priority. 
This  year  the  government  allo- 
cated 5450m  for  gas,  with  just 
more  than  Si^bn  being  dedicated 
to  all  the  oil  Joint  ventures  in  the 
country. 

Fattti  in  Nigeria,  Page  8 
Lax,  Page  16 


Jordan’s  new  king  sworn  in 


Monarch  pledges  to  maintain  legacy 
as  nation  mourns  his  father's  death 


By  Judy  Dempsey  and  David  Gardner 
fa  Amman  and  Hark  Suzman 
fa  Washhflton 

King  Hussein's  eldest  son  was 
yesterday  sworn  in  as  King 
Abdullah  u,  Jordan's  fourth  mon- 
arch, after  Us  father  died  from  a 
long  struggle  with  cancer  in  the 
royal  hospital  In  Amman. 

In  a short  and  simple  cere- 
mony, the  37-year-old  king  was 
sworn  in  by  the  two  houses  of 
parliament  after  being  made 
regent  at  the  weekend. 

The  ceremony,  opposite  one  of 
the  capital’s  largest  mosques, 
ended  an  era  dominated  for 
qearly  half  , a century  by  King 
ikhdullah’s  father,  who  forged 
stabffity  hr  this  Arab  kingdom 
sandwiched  between  powerful 
neighbours  Iraq,  Israel,  Syria  and 
Saudi  Arabia. 

But  it  also  heralded  the  first  of 
a new  generation  of  Arab  leaders 
who  face  the  challmigBS  of  world 
economic  integration  and  the 
unresolved  Arab-Israeli  conflict. 

In  a television  address  soon 
after  his  father  died.  Kind  Abdul- 
lah pledged  continuity  and  stabil- 
ity- "May  the  soul  of  King  Hus- 
sein remain  with  us. ..and  we 
will  maintain  the  legacy  of  Hus- 
sein, all  united  in  ane  heart  and 
nne  family,"  he  aetd- 


King  Hussein's  favourite  son, 

Prince  Hamza  - half-brother  of 
King  Abdullah  - was  named  as 
Crown  Prince  in  a royal  decree 
issued  on  Sunday. 

The  US,  Jordan's  closest  west- 
ern ally  with  a keen  interest  in 
supporting  continuity  as  well  as 
backing  for  a Middle  East  peace 
settlement,  promised  political 
and  economic  assistance  for  the 
new  king,  a former  career  soldier. 

In  an  unusual  personal  state- 
ment from  the  White  House  Rose 
Garden,  President  Bill  Clinton 
spoke  of  his  respect  for  King  Hus- 
sein and  said  he  hoped  his  exam- 
ple would  inspire  other  countries 
in  the  Middle  East  to  work  for 
peace. 

Mr  Chilton  said  he  would  ask 
Congress  this  week  to  provide 
$S0Om  In  additional  bilateral 
assistance  to  Jordan  to  help 
maintain  economic  stability.  In 
addition,  the  new  White  House 
budget  plan,  which  also  needs 
approval  from  Congress,  calls  for 
a further  5225m  in  aid. 

Mr  Clinton  was  scheduled  to 
leave  Washington  last  night  to 
fly  to  Amman  for  today's  funeral. 

Former  US  presidents,  including 
Gerald  Ford,  are  due  to  attend. 

Problem  ahead,  Page  2;  Obituary, 

Page  3;  EdRoriel  Comment,  Page  15  Jordan  overflows  with  grief;  Mourners  on  the  streets  of  Amman 


New  BMW 
board  is  to 
review 
strategy 
for  Rover 


By  Haig  Sknootan  and  Andrew 
Parker  In  London  and  Ufa 
Kamtacfifegsr  In  Frankfort 

Joachim  Milberg,  BMW’s  new 
chairman,  and  the  three  new 
executives  appointed  to  the  man- 
agement board  have  a fortnight 
to  review  their  predecessors’ 
strategy  for  Rover,  the  British 
carmaker,  before  submitting 
recommendations  to  the  supervi- 
sory board. 

The  management  board  will 
meet  tomorrow  In  its  first  session 
since  the  departures  of  Bend  Pis- 
chetsrieder,  chairman  of  the  Ger- 
man luxury  carmaker,  and  Wolf- 
gang Reitzle,  BMW’s  de  facto 
number  two,  on  Friday. 

Their  recommendations  could 
settle  the  fate  of  Rover's  biggest 
plant  at  Longbridge,  In  Britain’s 
Midlands. 

The  factory  might  dose  If  the 
new  board  does  not  maintain  Mr 
Plschetsrleder’s  commitment  to 
build  the  successor  models  to  the 
current  Rover  200  and  400  at 
Longbridge,  subject  to  aid  from 
the  government 

"We  will  have  to  give  Mr  Mil- 
berg  time  to  assess  the  situation 
and  the  last  thing  we  need  now  is 
rushed  decisions,”  said  one  of  the 
employees*  representatives  on 
BMW’s  supervisory  board. 

He  suggested  BMW  might  con- 
sider turning  to  another  car- 
maker  to  accelerate  the  introduc- 
tion of  the  new  models. 

That  could  be  done  by  using 
the  platform  - basic  engineering 
structure  - of  another  model  and 
giving  it  a Rover  body. 

The  supervisory  board  member 
said  BMW  was  considering 
"working  together  with  someone 
in  die  cam  of  Rover",  although 
he  BtreBsed  that  BMW  would  stay 
independent 

Tony  Woodley,  the  transport 
union's  chief  negotiator  for  the 
motor  industry,  said  that  borrow- 
ing a platform  from  another  car- 
maker  “may  have  been  thought 
of  a while  ago,  but  fa  definitely 
not  being  considered  now”. 

He  was  confident  that  BMW 
would  adhere  to  Mr  Pfachetsried- 
er's  plans  to  invest  about  £1  Jbn 
($22bn)  to  build  the  successors  to 
the  200  and  400  at  the  Longbridge 
plant  In  Birmingham. 

idltortai  Comment  Page  15 
Daggers  out  at  BMW,  Page  22 


State  Vote  delivers 
rebuke  to  Schroder 


By  Ralph  Atkins  fa  Bonn 

Gerhard  SchrOder,  Germany's 
chancellor,  received  a rebuke 
from  voters  last  night  when  elec- 
tions in  the  state  of  Hesse  threat- 
ened to  throw  his  Social  Demo- 
cratic party  and  &een  allies  out 
of  the  state  government. 

The  setback  comes  little  more 
than  100  days  after  Mr  SchrOder 
took  office  and  was  the  first  voter 
test  of  the  federal  “red-green” 
coalition  that  was  in  part  mod- 
elled on  Hesse. 

It  follows  a succession  of  blun- 
ders by  the  new  Bonn  govern- 
ment on  matters  such  as  tax  pol- 
icy and  plans  to  dose  nuclear 
power  stations. 

Angela  Merkel,  federal  general 
secretary  of  the  opposition  Chris- 
j tian  Democratic  Union,  described 
her  party's  strong  showing  as  a 

“sensational  result"  that  justified 
the  party's  decision  to  focus  its 
Hesse  campaign  on  opposing 
Bonn's  plans  to  allow  dual 
nationality  for  foreigners  living 
in  Germany. 

Exit  polls  and  first  results 
showed  the  CDU  building  on  its 
position  as  the  largest  party  in 
the  Hesse  parliament,  increasing 
its  vote  to  about 
43  per  cent  from  392  par  cant 

Such  a- figure  could  give  It  a 
chance  of  faming  a government, 
which  would,  most,  probably 
involve  a coalition  with  the  small 
Free  Democratic  party. 

But  the  position  of : the  EDP 
was  unclear  lastnight,  with  early 


results  showing  It  hovering 
around  the  5 per  cent  threshold 
designed  to  exclude  extremist 
parties  from  government. 

Loss  of  the  Hesse  government 
would  leave  *b»»  Bonn  administra- 
tion without  a majority  in  the 
Bundesrat,  the  second  house  of 

parliament  yppi-psamthig  fhp  fed- 
eral states,  further  disrupting  Mr 
Schrader’s  legislative  pro- 

yflittinp. 

The  Greens  were  clear  losers 
last  night,  with  the  party’s  vote 
falling  to  about  7 per  cent  from 
the  112  per  cent  won  in  the  last 
elections  in  Hesse  in  1995. 

And  the  SPD,  led  by  Hans 
Eichel,  state  prime  minister, 
failed  to  match  expectations, 
increasing  its  vote  by  only  about 
2 percentage  points  to  about  40 
per  cent 

Hesse  fa  one  of  the  most  afflu- 
ent states  in  Germany  and 
Includes  the  Frankfurt  financial 
district. 

Roland  Koch.  Hesse’s  CDU  can- 
didate for  state  premier,  spear- 
headed a nsrinwai  signature  cam- 
paign in  protest  at  the 
nationality  proposals,  warning 
that  widespread  adoption  of  dual 
nationality  would  be  socially 
divisive.  The  CDU  claims  to  have 
collected  lm  signatures,  almost 
half  fa  Hesse. 

The  FDP,  possible  coalition  ally 
of  the  CDU,  was  angered  by  Mr 
Koch's  campaign,  which  it  feared 
would  encourage  racism.  But  it  is 
likely  to  seive  any  chance  to  re- 
enter the  state  government 
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DEATH  OF  KING  HUSSEIN 


Problems  ahead  for  the  nation’s  new  king 


By  David  Gardner,  Mddte  East 
Editor,  (n  Amman 


A young,  politically 
unblooded  prince  ascended 
the  throne  of  Jordan  yester- 
day. as  the  country  began  40 
days  of  mourning  for  Sing 
Hussein,  whose  death  ended 
a tumultuous  reign  of  46 
years. 

King  Hussein  was  only  17 
when  the  desert  kingdom’s 
founder,  King  Abdallah,  was 
assassinated  outside  Jerusa- 
lem's al-Aqsa  mosque  The 
bullet  meant  for  the  young 
Prince  Hussein  bounced  off  a 
medal  on  his  dress  uniform 
- the  sort  of  luck,  allied  with 
judgment,  which  enabled 
him  to  survive  a dozen 
assassination  attempts, 
coups,  war  with  Israel  and 
civil  war  against  the  Pales- 
tinians. 

King  Abdullah  H,  sworn  in 
by  both  Jordanian  bouses  of 
parliament  yesterday,  will 
probably  need- less  of  the 
luck  but  at  least  as  much 
judgment.  For  Jordan  was 
forged  into  a nation  by  his 
father,  to  whom  the  Bedouin 
tribes  of  the  East  Bank  of 
the  Jordan  river  and  the  Pal- 
estinians forced  out  of  Israel 
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and  the  West  Bank  remained 
loyaL  But  despite  the  dead 
king's  peacemaking  efforts, 
the  Middle  East  remains 
locked  in  the  Arab- Israeli 
conflict 

Jordan,  moreover,  a buffer 
state  between  Israel  and  the 
Arabs,  is  surrounded  by  dif- 
ficult neighbours  - several 
of  which  win  shortly  face 
transitions  from  their  cur- 
rent rulers  which  promise  to 
be  more  fraught  than  this 
one. 

President  Hafez  al-Assad 
of  Syria,  due  to  start  a fifth 
seven-year  term  tomorrow, 
is  ailing,  as  is  Yasslr  Arafat, 
the  veteran  and  embattled 
Palestinian  leader.  Neither 
of  them  has  an  -acknowl- 
edged successor,  and  neither 
has  managed  to  settle  on 
peace  terms  with  Israel. 
Many  Israeli  politicians  and 
commentators  now  regret 
that  comprehensive  peace 
was  not  reached  while  King 
Hussein  was  still  around. 

In  Israel  itself  there  is  as 
yet  no  sign  that  nearly  three 
years  of  deadlock  on 
regional  peace  which  fol- 
lowed the  election  of  Benja- 
min Netanyahu  will  be 
resolved  by  new  elections  in 
May.  And  to  Jordan’s  east,  it 
is  impossible  to  predict  how 
or  when  Iraq  will  emerge 
from  the  destabilising  tyr- 


Kkig  AbduBah  addresses  die  Jordanian  nation  yesterday  in  a 
television  broadcast  The  new  kng  pledgod  he  wodd  maintain  his 
tether's  poBdes  and  called  for  national  unity  Reuters 


army  of  Saddam  Hussein. 

King  Hussein  managed  to 
tack  with  the  regional  winds 
that  regularly  howled 
through  Jordan.  Unlike 
other  Arab  rulers  challenged 
by  the  Islamic  revivalism  of 
the  last  20  years,  the  late 


Mug  tried  to  coopt  Islamists 
into  the  system.  - 
So  how  win  the  new  King 
Abdullah  deal  with  this  sub- 
stantial but  uncertain  inheri- 
tance? Tm  going  to  carry 
my  father's  flag,"  he  told 
Madeleine  Albright,  US  sec- 


retary of  state,  last  week. 
But  that  will  be-  easier  said 
than  done.  The  1994  peace 
treaty  with  Israel  is  hugely 
unpopular  in  Jordan. 

Jordanians  expected  pros- 
perity to  result  from  a write- 
down in  debt  that  still 
amounts  to  nearly.  100  per 
cent  of  national  output,  and 
from  cross-border  invest- 
ment and  trade  as  regional 
peace  took  hold. 

Egypt,  the  first  country  to 
make  peace  with  Israel,  got 
most  of  its  debt  written  off 
and  over  $2bn  in  US  aid  a 
year  for  20  years.  For  Jordan 
this  did  not  happen. 

Instead,  many  Jordanians 
have  sunk  into  poverty  as 
their  economy  has  become 
liberalised.  Export-led 
growth  has  failed,  first, 
because  the  country's  main 
market  in  Iraq  is  dosed  by 
US-led  sanctions,  but  second, 
because  economic  integra- 
tion with  the  Palestinian  ter- 
ritories and  eventually  Israel 
has  been  blocked  by  the  col- 
lapse of  the  peace  process. 

Political  liberalisation  of 
the  last  decade  has  been 
rolled  back  with  the  gerry- 
mandering Of  parliament  to 
ensure  a loyal  quorum  of 
Bedouin  notables,  and  the 
press  “has  been  muzzled. 

Eking  Abdullah,  a career 
soldier  who  errmmflndpd  the 


elite  special  forces,  , has  rea- 
son to  know  thte,  and  it  was 
largely  bis  soldiers  who  put 
down  riots  against  the  M F 
in  1996'  and  against  the  US- 
led  siege  ofhaq  last  year.  He 
would  also  know  these  dis- 
turbances have  been  among 
the  native  East  Bank  Jordan- 
ians - the  bedrock  of  Hash- 
emite rule  — xather  than  the 
majority  Palestinians. 

Even  if  the  US  comes  up 
with  supplementary  aid 
pledged  last  week  - a reward 
to  Jordan  for  King  Hussein’s 
efforts  to  mediate  between 
Israel  and  Palestinians  - 
there  will  only  be  so  much 
wing  Abdullah  can  do. 

His  father,  after  aU,  pre- 
ferred to  go  to  an  unwiona- 
ble  war  with  Israel  in  1967 
and  stay  away  from  the 
western  and  Arab  Gulf  war 
assault  on  Saddam  Hussein 
in  199091  rather  than  risk 
any  threat  to  his  throne. 
Wflinal  Saiibi.  a historian  of 
Jordan,  stresses  that  part  of 
the  secret  erf  King  Hussein’s 
success  was  that  he  usually 
“realised  the  nature  of  bis 
assets  and  his  liabilities’’. 

In  his  last  years  he  put 
this  calculated  regal  popu- 
lism at  the  service  of  peace. 
King  Abdullah's  priority  will 
be  the  security  and  continu- 
ity of  his  country  and 
dynasty  above  all  else. 


Arab 
states 
rally  to 
Abdullah 


'When  peace  finally 
comes  to  the  Mkfefe 
East,  his  name  wB  be 
inscribed  upon  ft,  That 
day.  King  HussefoJ$ . 
smile  on  us  one  re- 
time’ BiU  Clinton  3 
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Jordan  unites  in  grief  for  dead  king 


By  David  Gardner  and 
Judy  Dempsey  hi  Amman 


Israeli  border  guards  on  the 
Jordan  river  crossing  into 
the  Hashemite  Kingdom  of 
Jordan  suddenly  forsook 
their  posts  Just  before  noon 
yesterday  and  gathered 
around  a radio.  King  Hus- 
sein had  been  pronounced 
dead  at  11.43,  ending  a reign 
of  46  years. 

“This  is  had  news  for  us," 
rang  Israeli  guard  said. 

Jordanians  «nH  Palestin- 
ians on  the  bus  ferrying 
them  across  the  Allenby 
bridge  from  the  West  Bank 
dissolved  in  tears  - men, 
women,  driver  and  ticket 
collector  - as  Jordanian 
radio  started  broadcasting 


funereal  Koranic  chants.  “He* 
was  a good  man,  a good 
man,”  said  a Palestinian 
from  Jerusalem. 

Across  the  river,  a thick, 
almost  biblical,  mist  sud- 
denly descended  on  tbe 
country  in  tbe  riimh  from 
the  Dead  Sea  to  Amman, 
shrouding  the  hill  capital. 

Cavalcades  of  cars  with 
portraits  of  the  dead  mon- 
arch, flying  black  flags  from 
their  ant«nnaet  started  jam- 
ming the  roads  into  Amman, 
converging  on  the  King  Hus- 
sein Medical  Centre  where 
the  king  has  lain  comatose 
since  last  Friday  morning, 
following  his  return  from  a 
final  effort  to  defeat  his  can- 
cer condition  at  a US  dime. 

Outside  the  hospital, 


throngs  of  mourners  stood  in 
the  pouring  rain  which 
began  when  the  king 
returned  from  the  US  late 
last  month,  apparently 
cured.  Instead,  obviously 
aware  he  was  dying,  he 
stunned  his  countrymen  by 
malting  his  eldest  son  Abdul- 
lah, 37,  a career  soldier,  heir 
instead  of  his  brother  Has- 
san,  his  crown  prince  and 
confidant  for  34  years. 

The  crowds  - a mostly 
young  cross-section  of  these 
young  people,  most  of  whom 
have  known  no  other  leader 
- surged  against  over- 
stretched, often  weeping 
policemen.  A great  ululation 
rose  and  ebbed  and  rose 
again,  as  ambulancemen 
struggled  to  pull  out  those 


overcome  with  grief. 

“King  Hussein  was  very, 
very  brave.  He  took  a great 
risk  in  making  peace  with 
Israel,  which  was  very 
unpopular  at  home,”  said 
one  crying  woman,  aged  30. 

“King  Hussein  - was  tbe 
only  ruler  we  have  known," 
said  Sami  29.  “I  hope  Abdul- 
lah is  up  to  it" 

A sharply  dressed  28-year- 
old  manager  af  an  Internet 
company,  Mohammad,  said: 
“I  mourn  the  loss  af  a great 
leader  but  I worry  about  the 
future.  I hope  be  [the  new 
King  Abdullah]  can  give  us 
the  stability  his  father  did." 
A number  of  mourners  com- 
plained that  nobody  had 
come  out  from  the  royal  pal- 
ace to  comfort  them. 


But  within  half  an  hour  of 
the  announcement.  Prince 
Abdullah  - who  yesterday 
afternoon  was  sworn  in  as 
Jordan’s  new  king  by  its  two 
houses  of  parliament  - went 
on  television. 

It  was  a dignified  and  con- 
fident performance,  in 
which,  wearing  the  Hashem- 
ite Hata  headdress,  he 
almost  resembled  his  father. 

“The  king  of  rtw  Hashem- 
ite kingdom  of  Jordan  has 
passed  away.”  he  said, 
believing  in  God’s  will. 

. “The  soul  of  Kmg  Hussein 
will  remain  with  us,”  he 
said,  looking  up  straight  into 
the  cameras.  “Today,  you 
are  my  brothers  and  sisters, 
you  are  my  consolation  after 
God;  may  God  console  you.” 


King  Abdullah.  Jordan's  new 
37-year-old  monarch,  has 
received  messages  of  support 
from  Arab  states  determined 
not  to  allow  the  death  of 
mng  Hussein  to  create  insta- 
bility in  Jordan  nor  further 
postpone  conclusion  of  the 
Middle  East  peace  process. 

Egypt’s  President  Hosni 
Mubarak  said  yesterday 
Arab  leaders  "are  all  going 
to  support”  the  new  king.  Mr 
Mubarak,  who  will  attend 
today’s  funeral,  now 
becomes  the  only  experi- 
enced Arab  leader  able  to 
talk  with  both  Palestinians 
and  Israelis.  He  yesterday 
described  King  Hussein  as 
having  “died  while  strug- 
gling for  the  stability  of  his 
country  until  tbe  last 
moment  of  his  life”. 

States  involved  in  the 
peace  process  face  the  loss  of 
a crucial  Arab  interlocutor 
with  Israel.  Regional  ana- 
lysts predict  Syria  may 
attempt  to  drive  a wedge 
between  Jordan  and  Israel, 
particularly  if  the  rightwing 
Israeli  government  of  Benja- 
min Netanyahu  wins  May’s 
election.  Meanwhile,  the  Pal- 
estinians are  expected  to  try 
to  pressure  Jordan  to  harden 
its  stance  on  Israel. 

Gulf  states,  angered  by 
King  Hussein’s  refusal  to 
support  the  coalition  which ' 
ousted  President  Saddam 
Hussein's  forces  following 
Iraq’s  invasion  of  Kuwait  in 
1990,  had  improved  ties  with 
Jordan  in  the  weeks  preced- 
ing the  king’s  death.  Kuwait 
yesterday  issued  a statement 
expressing  “deep  sorrow  and 
sadness"  at  his  ftapfh- 

Even  so,  regional  analysts 
predict  a precarious  future 
for  Jordan  despite  the 
smooth  handover  of  power. 

Suspicions  are  now  being 
raised  that  Israeli  hardliners 
may  try  to  exploit  the 
absence  of  King  Hussein  by 
reneging  on  commitmBnts  to 
the  Palestinians. 


.'King  Hussein'^^ 
dedicated  his  thought 
and  life  to  serve  h».: . 
nation’s  causes’ 
Hosni  Mubarak  : 


•Mimnr'p 


’He  was  a remarkable 
man  of  rare  vision^ 
integrity  and  courage 
Tony  Blair  " ^ 


‘We  have  known  hire, 
as  a wise  and 
courageous  statesman 
and  leader,  serving  his 
people  and  the  just  , 
causes  of  his  nationf- 
particularly  the  --a 
Palestinian  people’s  * 
cause' 

Yassir  Arafat 
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The  king  ‘won  the 
kingdom  of  Jordan 
respect  and  ■ ’■ 

recognition  throughout 
the  world* 

Gerhard  SchrSder: 
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‘Overcoming  his  own 
pain  at  Wye  Plantation 
[peace  talks  In  the  USJ 
last  October,  he  - V 
showed  again  his 
courage  that  is  an  ’ 
essential  ingredient m 
any  peace  process. 
His  death  challenges 
us  to  finish  the  job*  . 
Kofi  Annan 
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A man  who's  been  doing 

the  impossible  for  half  a century. 
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Imagine  crossing  a border  that’s  been  dewed  for  48  years.  Then  imagine  doing  lc  with  1,001  head  of  cattle. 


Achieving  the  'impossible*  is  nothing  new  for  Chung  Ju-yung,  tbe  83-y ear-young 
Founder  and  Honorary  Chairman  of  Korea's  Hyundai  Business  Group. 

This  is  the  same  man  who  literally  brought  the  sea  to  its  knees,  reclaiming  land  aa  Korea's  west  coast  with  a 
large  tanker  destined  for  scrap.  And  the  one  who  Ingeniously  used  a small  fleet  of  barges  to  transport 
prefabricated  components  nearly  halfway  around  the  world  19  times  to  buikl  JubaU  Harbor  in  Saudi  Arabia, 
one  of  the  construction  wonders  of  the  2Ckh  century.  In  and  countless  other  projects  over  tbe  past  balf- 

cencury,  Chung  found  a way  where  others  said  it  couldn't  be  done. 
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As  Hyundai  looks  toward  the  future,  we  share  Chung's  spirit-  an  unwavering  drive 

and  ambition  that  has  made  us  what  we  are  today.  And  what  will  propel  us  Into  the  ranks  of  the  world's 

industrial  leaders  In  the  new  mfligntiiiim.  * • 


« -*1  '4  fcfl* 
Urn 

■yArimt-  m:. 


•— 1-_  -nukm 


-,T. 


\ inw 


'K\ 


to 


!lr'  n"'^v 


'K'.-l;;  s.  ... 


i^V. 


■I-,-, 


MMftklxfc 


■■“'-I*,*. 


Hosn.  MuharaH 


H»  - 


r:.rl 

S- 


9tMKWni 
H 1**1* 


*• : ‘ ' 'Aon ;n; 
*i  -..  c-  Jordar 


m 


|.*n 
4 

. ■ 
IV  ivCUm'  ■ 


•*>•«** 

Mw 


. ..  < ,» 

Annan 


a century. 


FINANCIAL  TIMES  MONDAY  FEBRUARY  8 1999 


DEATH  OF  KING  HUSSEIN 


Between  Israel’s  might 
and  Arab 


Wng  Hussein  s long  reign  encompassed  assassination  attempts,  loss  of  the  West  Bank 
erusaiem,  and  bitter  civil  war.  Roger  Matthews  and  David  Gardner  report 


Kins  Hussein  of 
Jordan  walked 
the  tightrope  of 
Middle  East  poli- 
tics with  greater  skill  than 
any  of  his  contemporaries 
during  the  second  half  of  the 
20th  century.  His  survival  at 
the  head  of  a population  well 
over  half  of  whom  consid- 
ered themselves  Palestin- 
ians, rather  than  Jordanians, 
was  never  assured. 

Between  the  mounting 
military  power  of  Israel  and 
the  ambitions  of  more  pow- 
erful Arab  neighbours,  the 
balance  between  external 
forces  and  internal  pressures 
was  difficult  to  strike,  and 
even  harder  to  maintain. 
That  the  king  did  so  for  46 
years  is  a testament  not  just 
to  his  political  skills,  but  to 
his  personal  charm,  his  com- 
mitment to  the  Hashemite 
kingdom,  and  to  the  intense 
loyalty  he  inspired  within 
the  armed  forces  recruited 
from  Bedouin  tribes. 

No  greater  proof  could 
have  been  provided  of  the 
affection  in  which  he  was 
held  by  the  nation  thaii  on 
his  return  to  Amman  from 
cancer  surgery  in  the  US  in 
September  1992,  and  again  in 
January  1999,  coming  back 
after  six  months  of  chemo- 
tlftrapy  for  the  non-Hodg- 
kins  lymphoma  that  was  to 
kill  him.  Huge  and  emo- 
tional crowds  lined  the  route 
from  the  airport  to  the  royal 
palace  as  the  king  rode  home 
in  triumph. 

He  ascended  the  throne  in 
May  1953,  22  months  after 
his  grandfather  Abdullah 
was  assassinated  on  his  way 
to  pray  at  the  al-Aqsa 
mosque  in  Jerusalem.  Edu- 
cated in  England  at  Harrow 
and  Sandhurst,  the  youthful 
Hussein  initially  appeared  to 
have  been  poorly  prepared 
for  the  turbulence  of  the 
Middle  East,  where  Colonel 
Gamal  Abdul  Nasser's  pan- 
Arab  nationalism  seemed  to 


for  so  long  unthinkable  and 
sign  a separate  peace  with 
Israel. 

Back  in  1967,  the  king  had 
been  able  In  part  to  compen- 
sate for  the  loss  of  the  West 
Bank  through  greater  west- 
ern military  support  a 
sharply  increased  flow  bf 
financial  aid  from  the 
wealthier  Arab  states.  But 
he  had  also  to  contend  with 
intensified  Palestinian  mili- 
tancy, fuelled  by  Israel's 
occupation  of  the  West  Rank 
and  Gaza  and  the  inability  of 
the  Arab  states  to  live  up  to 
their  liberation  rhetoric. 
Within  Jordan,  the  Palestine 
Liberation  Organisation 
under  Yassir  Arafat  began  to 
flex  its  muscles.  Cross-bor- 
der attacks  into  laratf  grew 
in  frequency,  as  did  Israeli 
retaliation,  while  the  domes- 
tic authority  of  the  king  was 
ever  more  blatantly  chal- 
lenged. 

In  the  middle  of  1970  King 
Hussein  ordered  his  troops 
on  to  the  offensive  and  after 
a year  of  bitter  fighting  suc- 
ceeded in  driving  the  Pales- 
tinian guerrillas  out  of  Jor- 
dan and  into  Lebanon , 
where  a new  - but  not  dis- 
similar — chapter  in  the 
PLO’s  struggle  opened. 

A new  chapter  was  also 
unfolding  in  Jordan.  King 
Hussein  slowly  repaired  the 

There  was  no 
doubt  Jordan 
favoured  a 
negotiated 
settlement  with  . 
Israel,  whose 
leaders  the  king 
had  secretly 
been  meeting 


Hussein  was  a regular  and 
welcome  visitor  to  Baghdad. 
But  as  the  war  turned-  sour 
for  Iraq,  and  its  economy 
suffered,  so  its  debts  with 
Jordan  mounted. 

The  problems  for  Jordan 
were  exacerbated  by  the 
start  of  the  Palestinian 
uprising  in.  the  occupied  ter- 
ritories, which  not  only 
raised  the  political  tempera- 
ture in  the  kingdom  but 
caused  tbe  king  to  cut 
remaining  ties  with  the  West 
Bank. 

As  economic  conditions 
worsened  in.  Jordan,  mass 
protests  and  then  riots  broke 
out  The  king  responded  by 
announcing  parliamentary 
elections  for  the  first  time 
since  1967,  although  the 
results  were  to  reveal  the 
extent  of  support  for  Islamist 

nrnrtiAatfHt 

Concern  over  the  economy 
was  abruptly  overtaken  in 
August  1990  when  Iraq’s 
troops  moved  into  Kuwait, 
triggering  a crisis  still  to.  be 
fully  resolved.  Whatever  the 
king's  true  feelings,  his 
desire  to  avoid  western  mili- 
tary intervention  caused  him 
to  be  seen  in  the  west  and 
the  Gulf  as,  at  best,  an 
appeaser  of  Iraqi  aggression 
and,  at  worst,  as  ah  apolo- 
gist for  Saddam  Hussein. 

There  was  much  less 
doubt  about  the  feelings  of 
Jordanians,  most  of  whom 
felt  little  affection  for 
Kuwait  and  broadly  sup- 
ported the  king’s  stance. 

Not  welcome  in  the  White 
House,  snubbed  by  Riyadh. 
end  with  the  Arab  nations  in 
disarray.  King  Hussein 
appeared  more  friendless 
than  perhaps  at  any  time 
since  he  came  to  power.  But 
with  the  US  keen  to  seize  the 
diplomatic  initiative  after 
the  defeat  of  Iraqi  troop6  in 
Kuwait,  the  launching  of  the 
Madrid  peace  conference  in 
October  1991  provided  Jor- 
dan with  the  opportunity  to 


sweep  all  before  it  Glubb  — rebuild  bridges. 


Pasha,  an  Englishman,  com- 
manded the  Jordanian  army 
until  dismissed  by  the  icing 
in  response  to  the  wave  of 
anti-western  feeling  which 
was  soon  to  culminate  in  the 
nationalisation  of  the  Suez 
Canal  and  the  ill-fated  inva- 
sion of  Egypt  by  Britain, 
Prance  and  Israel. 

■The  subsequent  cooling  of 
relations  with  Britain 
opened  the  door  to  closer 
Jordanian  ties  with  the  US  - 
which,  while  not.  always 
smooth,  have  remained  a 
vital  element  in  Amman’s, 
foreign  policy  - and  on  occa- 
sion in  the  monarchy’s  sur- 
vival. Nationalist  reaction 
against  the  new  alliance, 
including  an  attempted 
coup,  forced  the  king  into 
banning  political  parties  and 
assuming  direct  control  over 
the  army. 

However,  the  growing 
self-confidence  of  the  young 
monarch  came  up  against  a 
mounting  Egyptian  belliger- 
ence, the  emergence  of  a 
more  distinctly  separate  Pal- 
estinian political  identity, 
and  rapidly  developing 
Israeli  military  strength. 

As  the  1967  war  loomed. 
King  Hussein  saw  no  domes- 
tic alternative  but  to  ally 
himself  with  Egypt  and 
Syria.  It  was  a decision  that 
won  him  local  popularity, 
but  was  to  cost  Jordan  con- 
trol over  the  West  Bank  and 
Jerusalem. 

Some  23  years  later  King 
Hussein  again  put  domestic 
considerations  first  in  argu- 
ing for  a negotiated  solution 
to  the  Iraqi  invasion  of- 
Kuwait,  a move'  which  cost 
him  western  friends  and  the 
economic  support  of  Gulf 
Arabs,  but  bolstered  his  sup- 
port at  home. 

Without  that  support,  the 
king  would  have  been  less  ' 
well  positioned  four  years 
later  to  have  done  what  was 


damage  of  the  PLO  conflict, 
avoided  involvement  in  the 
1973  war,  and  began  to  posi- 
tion hnwggif  at  the  fulcrum 
of  Arab  politics.  ’ 

By  the  time  President 
Anwar  Sadat  of  Egypt  broke 
ranks  with  his  Arab  col- 
leagues to  visit  Israel  in 
November  1977,  Amman  was 
establishing  itself  as  the 
most  finely  tuned  listening 
post  in  the  Sfiddla  East  and 
the  king  as  one  of  the 
region’s  most  respected  coa- 
dliators. 

There  was  no  possibility  of 
the  king  putting  at  risk 
those  achievements  by  fol- 
lowing Mr  Sadat's  high-risk 
strategy,  and  there  was  no 
doubting  his  indignation 
when  the  Camp  David 
accords,  signed  by  Egypt, 
Israel  and  the  -US,,  made 
repeated  references  to  the 
role  Jordan  should  play  in 
the  process.  But  equally, 
there  was  no  doubt  Jordan 
favoured  a negotiated  settle- 
ment with  Israel,  whose 
leaders  the  king  had  secretly 
been  meeting. 

When  the  Arab  states 
gathered  to  condemn:  the 
peace  agreement  between 
Egypt  and  Israel  in  late  1978, 
the  meeting  was  held  in 
Baghdad  at  the  invitation  of 
President  Saddam  Hussein. 
For  the  next  decade -the 
ambitions  and  failures  of  the 
Iraqi  leader,  who  how  sought 
for  himself  the  mantle  of 
Nasser,  were  to  have  a.criti- 
ca)  influence  on  King  Hus- 
sein and  his  nation. 

The  Iraqi  invasion  of  Iran, 
and  the  consequent  blocking 
of  the  Shatt  al-Arab  water- 
way. meant  Jordan  and  its 
port  of  Aqaba  becaine  the 
main  transit  point  for  Iraqi 
imports.  The  Jordanian 
economy,  already  benefiting 
from  Arab  aid  pledges  made 
in  1978.  flourished  and  King 
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initially  Arab  participants 
in  the  peace  process  agreed 
they  would  work  closely 
together,  and  not  allow 
themselves  to  be  picked  off 
individually  by  Israel.  The 
accord,  supported  by  the 
king,  held  until  Mr  Arafat 
dropped  hfc  bombshell  in  the 
summer  bf  1993  and 
ainounced  the  PLO  had 
reached  an  outline  peace 
agreement  with  Israel 

The  king  was  dismayed, 
although  publicly  he  gave 
tepid  support  to  the  deaL 

His  depression  gathered 
pace  as  Mr  Arafat  prevari- 
cated over  economic 
co-operation  with  Jordan, 
and  Syria  detained  to  reveal 
details  of  its  own  talks  with 
Israel.  Declaring  Arab 
co-operation  a myth.  King 
Hussein  had  decided:  by  June 
3994  that  he  would  seek  to 
negotiate  his  own  peace  with 
Israel 

By  October  that  yeas*  the 
treaty  was  signed.  Ring  Hus- 
sedn  had  become  only  the 
second  Arab  leader  to  reach 
a fun  peace  with  Israel,  with 
scarcely  a word  of  criticism 
from  the  rest  of  tbe  Arab 
world. 

As  much  as  anything,  the 
king  was  placing  a strategic 
bet:  that  regional  peace 
would  lead  to  open  borders 

for  trade  nn|t  thft  pfnnnmir; 
integration  of  the  Middle 
East,  within  which  Jordan 
would  form  a dynamic  sub- 
regional “triangle"  with 
Israel  and  the  Palestinians. 

With  Jordan’s  principal 
market,  Iraq,  virtually  closed 
by  UN  sanctions,  the  king 
sold  peace  to  his  people  as 
the  lever  to  prosperity  for  a 
poor  country  that  had 
always  depended  on  hand- 
outs. 

The  bet  appeared  to  lave 
been  won  in  November  1995 
when  Jordan  hosted  a US- 
backed  regional  economic 


No.  00174  of  1998 
In  The  rfgh  Court  of  justice 
Chancery  Division 
CttmomesGowt 
hi  The  Matter  of. 
ALLTCDDOMECQ  PLC 

and  in  The  Matter  of 
‘ The  Companies  Act  TS85 

NOTICE  6 HEREBY.  OVB4  that  Ae 
Older  o»  *e  High  Court -tf*  Attlee 
[Chancery  DMifan)  dated  3 February 
1999  cfffomkig  (he  reduajort  d die 
capital  dare  of  3*  ixwwrad  cen- 
tum from  £352^87,964  . to 
£343,000,000  and  the  Mmtne 
appBrtd  by  the  Goun  show®  wHi 
rapea  to  the  capfe)  of  the  atom- 
party  as  altered  “the  several  panknhs 
required  by  die  abownwdoned  to 
we*e  registered  by  the  Reeisar  of 
Companies  on  4 Fconifry  1999. 

Dated  **  day  offabnwy  1999 

iiwwras&iwecETHi  . 
OneS*  Srtst,  tendon  EC2YSHQ, . 
Solicaen  far  die  above-omed 
Compay 


summit  that  attracted  3,000 
potential  investors  as  well  as 
world  leaders.  But-  only 
weeks  later,  Yitzhak  Rabin, 
Israel’s  prime  minister, 
architect  of  the  peace  pro- 
cess and  King  Hussein's 
avowed  friend,  was  assassi- 
' nated  by  a Jewish  zealot  By 
May  3996  Benjamin  Netan- 
yahu of  the  irredentist  Likud 
was  lu  power  and  hopes  for 
an  enduring  peace  evapo- 
rated. 

By  August,  tbe  king  was 
putting  down  anti-IMF  riots 
in  the  loyalist  south  of  Jor- 
dan after  the  government 
raised  bread  prices. 

Jordanians  had  borne 
painful  structural  reforms 
stoically  in  the  expectation 
of  a peace  “dividend",  and 
the  hope  that  an  and  to  sanc- 
tions against  Saddam  Hus- 
sein would  reopen  Iraq. 

That  neither  materialised 
was  profoundly  dwmnrfiWsiTiff 
and  potentially  destabilising. 

As  peace  with  Israel 
became  more  unpopular, 
democratic  reforms  of  the 
early  3990s  were  rolled-back, 
with  changes  to  electoral 
law  favouring  loyal  tribal 
notables  and  a clampdown 
on  the  press. 

At  the  last.  King  Hussein 
stunned  his  countrymen  by 
suddenly  garirfrig  bis  brother 
Hassan,  his  crown  prince 
and  'confidant  for  34  years, 
and  instead  naming  Abdul- 
lah, his  eldest  son,  87,  as  bis 
heir.  Although  he  published 
an  angry  letter  denouncing 
palace  intrigue  while  Hassan 
was  regent  during  the  king’s 
six  months’  absence  for 
treatment  in  the  US,  this 


King  Hussein  on  the  tightrope  of  Middle  East  poStica  from  his  1970  offensive  against  Palestinian  guerrillas,  to  his  decision  not  to  back 
the  western  coaltion  against  Saddam  Hussein  and  Iraq  and  the  king's  1994  peace  treaty  with  Israel 


looked  like  a long-pondered 
move. 

On  the  one  hand,  the 
appointment  ensured  the 
succession  would  stay  in 
King  Hussein's  line  of  the 
800-year-old  Hashemite 
dynasty,  which  claims 
descent  from  the  Prophet 
Mohammed. 

But  the  bookish  and  loqua- 
cious Hassan  appeared  to 
lack  rapport  with  ordinary 
Jordanians  and  had  no  real 
connection  with  the  army, 
the  bedrock  of  the  dynasty. 

Crown  Prince  Abdullah, 
by  contrast,  although 


untried  politically,  was  an 
experienced  soldier  and  as  a 
major-general  led  the  elite 
Special  Forces;  the  king  was 
understood  to  view  him  - 
over  and  above  his  favourite 
son  Prince  Hamza,  18  - as  a 
safer  pilot  through  the 
choppy  regional  waters  be 
saw  ahead. 

Many  Jordanians  used  to 
the  regal  populism  of  King 
Hussein  saw  Abdullah  as  a 
chip  off  the  the  old  block. 

Luck  - and  the  willing- 
ness of  Britain,  then  the  US 
and  Israel  to  come  to  his  aid 
- undoubtedly  helped  the 


king.  But  he  had  a remark- 
able combination  of  some- 
times contradictory  quali- 
ties. 

Dubbed  by  some  critics  tbe 
Chameleon  King,  he  could 
be  all  things  to  all  men,  but 
usually  not  all  at  the  same 
time.  His  charm  was  both 
real  and  contrived  - as  a 
wonderful  send-up  running 
in  Amman  theatres  in  the 
mid-1990s  perfectly  captured, 
above  all  by  mimicking  the 
tactical  squint  he  employed. 
King  Hussein,  typically, 
watched  and  enjoyed  that 
show. 


Himself  a rock  of  continu- 
ity. be  used  governments 
like  Kleenex,  getting 
through  56  In  46  years.  Yet 
rotation  of  office  was  part  uf 
his  art,  what  his  latest  biog- 
rapher Roland  Dallas  calls 
“strategic  generosity”:  even 
those  who  hatched  plots 
against  him  could  expect  a 
decent  embassy  if  they 
served  their  time  quietly  on 
the  substitutes'  bench. 

His  long,  turbulent  reign 
was  by  any  standards  a tnur 
deforce  which  his  son  Abdul- 
lah will  be  hoping  not  to 
have  even  to  try  to  emulate. 


Not  all  the  Silicon  Valleys  are  growing  out  west. 
This  one,  in  fact,  isn't  even  west  of  Pittsburgh. 


Kingdom  Computers,  based  in  a tiny  valley  in 
north  central  Pennsylvania,  is  one  of  the  festesr 
growing  start-ups  in  the  US.  Why.7  Because 
Kingdom  Computers  builds  award-winning  PCs  and 
provides  incredible  service.  And  because  of  a great 


companies  in  the  US,  Kingdoms  rapid  annual 
growth  rate  is  projected  to  be  800%  over  the  next 
three  yeas.  And  thanks  to  business  incentives  like  a 
10%  R&D  tax  credit  and  Tech  21,  the  Governor’s 
initiative  for  a high-tech  Pennsylvania,  other 


high-tech  business  partner  - Pennsylvania.  “Dealing  ■ emerging-tech  companies  are  taking  root  here  as 


with  the  Ridge  Administration  is  like  dealing  with 
family, ” says  28  year-old  Mike  Ulmer,  Kingdom 
Computers’  president.  Kingdom  took  advantage  of 
Pennsylvania  seed  financing  and  business  contacts 
and  reaped  the  benefits.  Now  die  of  die  top  50  PC 


well.  No  wonder  Pennsylvania  is  a top  ten  state  in 
high-technology  firms.  So  join  the  rush  and  move 
your  high-tech  business  here.  With  all  the  valleys 
in  Pennsylvania,  you  could  have  one  all  your  own. 
For  mere  information  call  l-BOO-SS^PENN. 
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KOSOVO  NATO  APPEAL  ON  TROOPS  BRINGS  MIXED  RESPONSE 


Europe  and  US  in 
peace  force  wrangle 


By  David  Buchan  and 
Quentin  Peel  in  Munich 


European  and  American 
defence  ministers  have  failed 
to  respond  to  an  appeal  by 
the  head  of  Nato  for  an 
immediate  commitment  to 
provide  a peacekeeping  force 
in  the  Serbian  province  of 
Kosovo. 

At  a defence  conference  in 
Municb  coinciding  with  the 
opening  of  peace  negotia- 
tions in  France,  at  Ram  bo  nil- 
let,  Javier  Solana.  Nato  sec- 
retary general,  called  on 
Nato  countries,  particularly 
in  Europe,  “to  have  the  cour- 
age to  take  the  plunge”  on  a 
peace  force  for  Kosova 

The  gathering  consensus 
among  European  members 
o'r  Nato  that  they  should 
lead  a force  in  Kosovo  to 
underpin  any  peace  settle- 
ment is  still  marred  by  lack 
of  US  commitment  to  follow 
them  with  ground  troops. 

German  ministers  said 
publicly,  and  British  and 
French  ministers  privately, 
that  the  presence  of  some  US 
troops  on  the  ground  in  Kos- 
ovo was  a virtual  precondi- 
tion for  their  participation  in 
the  peace  force,  so  the  same 
risks  were  shared  by  alL 

The  dispatch  of  such  a 
force  depends  on  a Serb- Al- 
banian peace  deal  emerging 
from  RamhouillaL  But  some 
Nato  and  UK  officials  have 
argued  an  upfront  Nato  com- 
mitment to  the.  peace  force 
could  be  vital  to  getting  a 


settlement  at  Rambouillet, 
because  it  would  offer  the 
Rambouillet  mediators  one 
nay  of  placating  the  ethnic 
Albanian  concerns. 

The  officials  argue  the 
Kosovar  Albanians  might  be 
persuaded  to  accept  less- 
than-satisfactory  interim 
autonomy  within  Yugoslavia 
if  they  knew  in  advance  that 
they  could  count  on  Nato 
peace-keepers  being  at  their 
side. 

The  US  administration  hag 


European  nations 
are  determined  to 
secure  US  troop 
participation  in 
any  Kosovo  force 


indicated  that  it  might  field 
some  2,000-4,000  troops  out  of 
a force  of  28,000  provision- 
ally planned  by  Nato  to 
implement  a Rambouillet 
peace  deal.  But  with  the 
Rambouillet  negotiations 
only  just  under  way  and  no 
peace  deal  yet  in  sight,  the 
administration  is  not  rush- 
ing into  a commitment. 

William  Cohen,  the  US 
defence  secretary,  confined 
himself  publicly  in  Munich 
to  expressing  “grave  doubt 
about  forcing  our  way  Into 
Kosovo  to  make  a peace. . . 
and  bong  shot  at  by  both 


sides1*.  In  private  talks  this 
weekend  with  Nato  officials 
and  European  defence  minis- 
ters, he  stressed  Congress' 
conditions  that  any  ground 
force  of  whidh  the  US  was  a 
part  would  have  to  go  after  a 
peace  settlement  be  clearly 
able  to  defend  itself,  and 
have  an  exit  strategy. 

Congress  passed  a law  last 
year  requiring  the  adminis- 
tration to  report  in  advance 
on  plans  to  send  troops 
abroad. 

A senior  German  official 
expressed  confidence  that 
the  US  would  eventually 
agree  to  field  troops.  In  gen- 
eral European  governments 
want  to  appear  avoiding 
publicly  to  blackmail  the  US 
into  sending  troops  to  Kos- 
ovo. Joshka  Fischer,  Ger- 
many's foreign  minister, 
said,  "Germany  is  ready  to 
make  an  adequate  contribu- 
tion, but  for  the  success  of 
the  mission,  it  is  indispens- 
able for  the  US  to  make  a 
substantial  contribution 
itself." 

George  Robertson  and 
Alain  Richard,  the  UK  and 
French  defence  ministers, 
also  made  it  clear  that  they 
did  not  want  to  repeat  their 
countries’  experience  during 
the  Bosnian  war  when  the 
absence  of  US  troops  on  the 
ground  led  Washington  to  a 
different  perspective  from 
London  and  Paris  on  the 
war.  German  officials  say 
this  lesson  is  not  lost  on 
them. 


Solana:  looking  for  a sure  way  forward  on  Kosovo  peacekeeping 


Uneasy  start  for  peace  talks 


By  Robert  Graham  m 
Rambouifiet  and 
Guy  Dinmore  in  Belgrade 


Indirect  negotiations 
between  ethnic  Albanians 
and  Serbs  on  a peace  plan 
for  the  Serbian  province  of 
Kosovo  got  under  way  in  the 
historic  chateau  of  Ram- 
bouillet yesterday  in  an 
atmosphere  of  mutual 
recrimination. 

Hie  sole  encouraging  sign 
was  agreement  on  a joint 
statement  condemning  a ter- 
rorist attack  which  killed 
three  people  in  the  Kosovan 
dty  of  Pristina  on  Saturday. 

But  even  this  statement 
was  read  out -by  spokesmen 
for  the  six-nation  Contact 
Group  of  western  powers 
and  Russia,  which  drew  up 
the  .peace  plan  and  was 


co-ordinating  the  negotia- 
tions. 

The  initial  discussions 
were  described  by  one  diplo- 
mat as  “arduous”.  The  meet- 
ing’s organisers,  Hubert  V6d- 
rine,  the  French  foreign 
minister,  and  Robin  Cook, 
his  British  counterpart, 
made  clear  the  enormous 
obstacles  in  the  way  of  ach- 
ieving a binding  agreement. 

The  13- strong  team  sent  by 
Belgrade  and  headed  by 
Ratko  Markovich,  Serbia’s 
deputy  prime  minister,  gave 
no  indication  yesterday 
when  - if  at  all  - it  would  be 
willing  to  talk  directly  with 
the  16-man  ethnic  Albanian 
delegation.  Belgrade  brands 
the  Albanians  "terrorists”. 
When  the  two  sides  first 
gathered  in  Rambouillet  on 
Saturday  they  ignored  each 


EU  edges  closer  to  cuts  on  farm  subsidies 


By  Michael  Smith  in  Brussels 


It  is  the  moment  European 
Union  farmers  have  been 
dreading  for  nearly  four 
decades.  “High  level"  repre- 
sentatives of  farm  ministers 
will  today  start  the  first  seri- 
ous discussion  at  EU  level,  of 
an  idea  which  even  a few 
weeks  ago  seemed  almost 
unthinkable  - cutting  agri- 
cultural subsidies. 

Transforming  the  idea  into 
policy  would  represent  an 
historic  change  of  direction 
for  the  Common  Agricul- 
tural Policy.  Since  the  for- 


mation of  CAP  in  1962,  farm- 
ers ' have  enjoyed  ever 
increasing  subsidies,  which 
still  account  for  nearly  half 
EU  spending. 

Cutting  aid  is  not  yet  a 
done  deal,  but  it  appears 

increasingly  likely. 

Today's  meeting,  the  last 
before  farm  ministers  con- 
vene in  a fortnight  to  thrash 
out  a deal  on  fundamental 
CAP  reform,  will  consider  at 
least  two  proposals  on  cut- 
ting direct  payment  subsi- 
dies for  farmers  after  they 
reach  a peak  In  the  early 
years  of  the  next  decade. 


The  UK.  an  ardent  CAP 
reformer,  is  pushing  the 
moat  radical  proposal.  But  a 
sign  of  real  change  in  atti- 
tudes comes  from  France, 
traditionally  the  fanners* 

champion. 

Sweden  and  Denmark  are 
supporters  of  “degressive” 
payments, . which  would 
decline  year  by  year,  while 
Austria  wants  to  cut  aid  for 
large  farmers.  Other  coun- 
tries are  looking  for  change 
too. 

Direct  aids  compensate 
farmers  for  cuts  in  prices 
guaranteed  by  the  EU  for 


their  products.  Reducing 
them  would  help  stabilise 
EU  spending,  an  aim  of  most 
EU  countries.  The  cuts 
would  also  help  the  union  at 
the  next  round  of  world 
trade  talks,  where  subsidies 
will  be  under  attack. 

France's  conversion  to  the 
cuts  cause  stems  from  its 
desperation  to  stop  the  EU 
implementing  proposals 
requiring  countries  to  “co-fi- 
nance" farm  subsidies  so 
that  they  would  share  the 
cost  of  the  subsidies  with  the 
EU.  Cofinancing  would  save 
money jfor  some  countries, 


including  Germany,  that 
contribute  more  to  the  EU 
budget  than  they  receive, 
but  they  would  disadvantage 
France  and  other  farm-inten- 
sive countries  such  as 
Ireland. 

France  wants  the  EU  to 
cut  direct  payments  for  cere- 
als farmers  by  3 per  cent  a 
year  after  2001  and  for  other 
farmers  by  1 per  cent.  Small 
farmers  would  be  given 
exemptions.  France  esti- 
mates annual  savings  in  2006 . 
at  €33bn  ($3.75bn).  a quarter 
of  which  would  be  diverted 
to  rur&l,.  development. 


The  UK  suggests  cuts  of  4 
per  cent  a year  in  all  direct 
aid  payments  after  they 
reach  their  peaks;  some  cuts 
would  begin  next  year.  By 
2006,  annual  savings  would 
be  €5.2bn,  a fifth  of  which 
would  go  to  rural  develop- 
ment 

Post-2006  reduction  rates 
should  be  considered  in  2005, 
the  UK  suggests. 

However,  it  seems  unlikely 
the  cuts  would  stop  there. 
For  formers  the  fear  is  that 
today's  talks  win  prove  to  be 
the  beginning  of  the  end:for 
the  CAP.  ■ 


CONTRACTS  & TENDERS 


REPUBLIC  OF  SERBIA 

Agency  for  Investment  in  the  Activities  of  Interest  for  the  Republic 
Belgrade,  Neman jina  22-26 
phone/fax:  +381  11  3614653,  643136 


Germany  gives  boost  to 
EU  missile  consortium 


announces 


THE  INTERNATIONAL  TENDER 
for  granting 
A CONCESSION 


By  Alexander  Wcofl, 
Defence  Correspondent 


FOR  THE  CONSTRUCTION,  OPERATION  AND  MAINTENANCE 
OF  THE  E-75  HIGHWAY  SECTION  . 

FROM  Nte  TO  THE  BORDER  WITH  THE  REPUBLIC  OF  MACEDONIA 


The  Government  of  the  Republic  of  Serbia  has  made  the  Dedeion  on  granting  concession  for  the  construction, 
operation  and  maintenance  of  the  E-75  Highway  Section  from  Nl  to  the  border  with  the  Republic  of  Macedonia 
("The  Official  Gazette  of  the  Repubfic  of  Seihia*  no. 3/99). 

The  Agency  tor  Investment  to  the  Activities  of  Interest  for  the  Repubfic  invitas  ail  interested  Bidders  to  take  part 
in  the  International  Tender. 

The  Subject  Matter  of  the  International  Tender  is  the  granting  of  a concesstofi  for  the  financing,  design, 
construction,  operation  and  maintenance  ol  the  E-7B  Highway  Section,  Iran  Ml  (in  front  of  tha  ‘Prtjkuptjo1'  Loop) 
at  Ch.821  + 300  to  the  bottler  with  the  Republfc  of  Macedonia  at  Ch362+94S 30,  of  a total  length  of  141.64  km, 
mdudlng: 

1.  the  design,  construction,  operation  and  maintenance  ol  the  Section  from  Leskovac  (Grabovnfca)  at 

Ch 368+045  to  Bujanovsc  (Lcvosoja)  at  Ch.  940*884.71,  Ol  a total  length  of  7234  km;  j 

2.  the  construction,  operation  and  maintenance  of  the  Section  Leskovac  (Pfiftenjevce)  a!  Ch. 844+805  to 
Leskovac  (Grabovnica)  at  Ch.  868+045. 2324  km  tong  and  construction,  operation  and  melmenanca  ol  the 
Section  Bufonovac  (Lovosofo)  at  Ch.  940+58471,  of  a total  length  of  2236  km; 

3 the  operation,  and  maintenance  of  the  existing  Highway  section  from  ffi  (In  front  of  the  -ProkupljB*  loop]  at 
Ch.821 +300  to  Leskovac  (PeEenJevoa)  BtCh.  844+805.  of  a total  length  ci  2331  km. 

Eligibility  for  participation  in  the  international  Tbndcc  The  onlsrprtsos  andfor  Other  legal  entities  shaft  be  eiJgtble 
to  take  part  in  the  Public  Tender  If  they  prove  by  their  supporting  documents  that  they  meet  the  below  listed 
requirements: 

1 . that  the  entry  has  been  made  Into  tha  competent  Court  Register  and/or  any  other  competent  organ,  as  per 
the  tegtstatton  of  the  enterprise's  country  of  origin,'  . 

2.  that  no  proceedings  have  been  instHuted  against  the  bidder  for  the  rahabUtation  or  Bqufoatlon  order  of  the 
enterprise  or  any  other  proceedings  due  to  which  the  oxanSse  of  the  rights  and  obfigatkma  under  the 
concession  relationship  could  become  uncertain  (status  changes); 

3.  that  they  have  a qualified  financial  standing  and  solvency  maided  by  the  competent  specializing  agency; 

4.  that  they  have  the  adequate  bank's  statement  on  their  reasSness  to  approve  a loan  to  the  tedder  lor  the 
concession  project; 

5.  the  proof  that  the  bidder  has  implemented,  either  IndMdualty  or  in  co-operation  with  other  enter  prises,  one 
or  several  projects  similar  to  the  project  which  is  the  subject  matter  of  the  concession; 

6.  the  proof  that  they  ere  technically  and  technofogtca^y  capable  including  shifted  personnel  to  mraiage  and 
implement  the  project. 

The  Tender  documentation  shall  be  avadafate  for  the  Bidders  to  taka  ft  over  a!  the  premises  of  the  Agency 
tor  Investment  in  the  Activities  of  Interest  tar  the  Republic  in  Belgrade,  Nemanjtne  22-28,  from  February  22nd 
1999.  an  every  business  day,  from  9.00  hours  to  15.00  houra  focal  time,  upon  submitting  the  payment  receipt 
amounting  to  80.000  dinar,  on  the  inflowing  account  RepubSfika  direkdje  za  puteve  40803-637-6-9581. 

A Tender  Bid  shall  have  to  be  submitted  in  the  sealed  cover  wffii  the  indicated  Tender  designator:  "A  Bid  for 
Parbdpabon  In  the  International  Tender  (or  Granting  a Concession  tor  the  Construction.  Operation,  and 
Mamtenonce  of  the  E-75  Highway  Sector,  from  Ni  to  the  border  with  the  Repubfic  of  Macedonia -do  not  operT, 
to  the  following  address:  Agency  tor  Investment  in  the  Activities  of  Interest  for  the  Aapubfe.  Belgrade,  Nemanftaa 
22-26,  7th  floor,  quoting  the  bidder's  full  titie  and  address  or  under  the  code. 

Bidders  shan  be  bound  to  submit  a Tender  Guarantee  to  the  amount  of  1,000,000  US  dollars  (i  irriUon  US 
defers)  ter  foreign  pereons  or  the  dhtar  couttervakie  on  the  day  of  the  guarantee  issuance,  lor  local  persons. 

The  Closing  date  tor  the  Bids  submission  Is  Aprt  22nd  1999,  until  12.00  hours,  local  Urns.  The  Bids  tor  PubBe 
Tender  submitted  after  the  aforesaid  deadSne,  which  are  not  seated  or  Incomplete  ehafl  not  be  taken  into 
consideration. 

Opening  of  the  bids  shafl  be  conducted  by  the  Commission  tar  International  tender,  on  April  28th  1999,  at  10.00 
hours  local  time,  at  the  premises  of  the  Agency  for  Investment  in  the  Activities  of  Interest  lor  the  Repubfic,  in 
Belgrade.  Nemanjna  22-26.  The  bids  shaH  tie  opened  in  the  presence  of  the  bidders'  authorized  representatives 
if  they  wish  so. 

The  Government  of  the  Repubfic  of  Serbia  shall,  pursuant  to  tha  criteria  for  concession  granting,  elect  the  best 
bidder.  The  Government  of  the  Republic  of  Serbia  shafl  not  undertake  to  accept  the  lowest  bid  or  a part  thereof 
or  any  other  bid.  The  oonfamaton  of  any  tender  offer  receipt  by  the  Government  of  the  Republic  of  Serbia  under 
any  condition  shall  not  be  deemed  as  the  acceptance  ot  the  oner. 

The  Government  of  the  Repubto  of  Serbia  shafl  publish  Ite  dedsion  ort  the  election  of  the  best  bidder  in  The 
Official  Gazette  ot  the  Republic  of  Serbia".  The  Agency  for  Investment  in  the  Activities  of  Interest  for  the  Republic 
shafl  notify  all  the  bidders  on  the  results  thereof  and  the  name  of  the  best  bidder,  within  live  days  from  the  date 
of  the  decxsnn  passed. 

A bidder  shafl  have  the  right  to  submit  objections  to  the  Government  of  the  Repubto  of  Sobta,  through  Agency 
tor  Investment  in  tho  Activities  of  Interest  for  the  Republic,  on  lawfulness  of  the  procedure  conducted,  withsi  15 
days  from  the  date  of  the  receipt  of  the  notification  on  the  Internationa]  Tender  resiits.  The  decision  taflowing 
notated  objections  shafl  be  taken  wtthfn  1 5 days  from  tha  dote  of  the  receipt  of  the  above  objection. 

All  avsitablo  technical  documentation  shafl  be  provided  for  the  bidders  for  their  own  consideration,  In  the  office* 
of  the  Agency  tor  Irorestowm  in  the  Activities  ot  interest  for  the  Republic,  Belgrade,  Nemaifna  22-2S,  7th  floor, 
on  every  business  day.  from  8.00  hours  to  15JD0  hows  focal  time. 


A German  government 
decision  to  back  a European 
consortium  of  companies 
developing  air-to-air  missiles 
for  the  Eurofighter  aircraft 
has  considerably  enhanced 
the  consortium's  chances  of 
mounting  a challenge  to  US 
dominance  of  the  market 

“We  are  no  longer  looking 
at  options:  we  want  to  go 
European,”  a senior  German 
official  said.  “Meteor  is  the 
concept  we  are  pursuing." 

The  Meteor  consortium 
includes  Matra  BAe  Dynam- 
ics, a joint  venture  between 
Lagard&re  of  France  and 
British  Aerospace;  the  Mar- 
coni division  of  General 
Electric  Company  of  the  UK; 
Alenla  of  Italy;  LFK,  the  mis- 
siles unit  of  DaimlerChrysler 
Aerospace  of  Germany.  Casa 
of  Spain;  and  Saab  of  Swe- 
den. 

Although  Germany  has 
always  wanted  European 
missiles,  it  had  been  consid- 


ering several  possibilities 
and  remains  concerned 
about  technical  aspects  of 
Meteor.  But  its  position  was 
hardened  by  a late  January 
resolution  of  the  Bundes- 
tag's defence  committee, 
supporting  German  partici- 
pation in  Meteor. 

“It  would  be  ridiculous  to 
pay  for  the  development  of 
the  platform  [Eurofighter] 
but  to  buy  the  missile. from 
America,"  another  senior 
official  said  in  Bonn.  There 
are  concerns  that  Euro- 
fighter’s export  prospects 
would  be  harmed  if  there 
was  no  alternative  to  arming 
it  with  US  missiles. 

The  German  decision  will 
bolster  Meteor’s  prospects  in 
a British  contest  against 
Raytheon  of  the  US,  the 
dominant  producer  of  air-to- 
air  missiles,  to  supply  weap- 
ons for  the  Royal  Air  Force’s 
Eurofighter  aircraft. 

Given  the  substantial  cost 
of  developing  a new  missile. 
Meteor  would  not  be  a realis- 
tic option  unless  several 


European  countries  funded 
it  as  a collaborative  pro- 
gramme. 

Sir  Robert  WalmsJey,  UK 
chief  of  defence  procure- 
ment, said;  “The  competition 
is  being  run  fair  and  square 
on  UK  value  for  money 
grounds." 

The  UK  will  decide  on  the 
order,  estimated  to  be  worth 
£900m  ($1.5bn)  for  the  UK 
alone,  later  year. ' 

Raytheon  Is  mounting  a 
strong  challenge,  offering  to 
supply  a series  of  enhanced, 
versions  of  its  AIM-120B 
Amraam  advanced  medium- 
range  air-to-air  missiles, 
used  by  all  the  Eurofighter 
countries  and  13  others. 

Eurofighter  will  enter  ser- 
vice In  2004.  but  Meteor 
would  not  be  available 
before  2007.  Raytheon  is 
offering  a first  enhanced 
Amraam  in  2004,  a second  in 
20 05  and  a third  in  2007. 

Euroflghter  was  designed 
for  Amraam,  and  the  RAP’s 
first  Euroflghters  will  carry 
it  as  an  interim  solution. 


Russia  attacks  Nato  plan 
on  east  Europe  open  door 


By  Quentin  Peel  and 
David  Buchan  to  Munich 


j Russia  yesterday  challenged 
Nato's  plans  for  a new  stra- 
tegic concept  to  underpin 
the  alliance  in  tbe  31st  cen- 
tury. demanding  recognition 
of  a “red  line"  around  the 
borders  of  the  former  Soviet 
Union,  and  rejecting  the  Idea 
of  Nato  membership  for  for- 
mer Soviet  republics. 

In  an  outspoken  attack  on 
US  and  European  plans  for 
an  “open  door”  towards  new 
members  in  eastern  Europe, 
a Russian  spokesman  told  a 
top-level  meeting  of  Nato 
defence  ministers,  senior 
officers  and  security  experts 
that  his  government 
remained  hostile  to  any  Nato 
enlargement. 

He  also  said  the  Russian 
government  was  still  debat- 
ing whether  to  accept  its 
invitation  to  attend  the  50tb 
anniversary  summit  of  the 


Nato  alliance  in  Washington 
■in  April,  at  which  the  new 
strategic  concept  is  supposed 
to  be  agreed. 

Yevgeny  Gusarov,  deputy 
foreign  minister,  also 
attacked  the  Nato  member 
states  tor  their  readiness  to 
bypass  the  UN  Security 
Council  in  deciding  on 
future  military  operations,  if 
there  was  a danger  that  per- 
manent members  such  as 
Russia  might  exercise  its 
veto. 

Speaking  to  an  audience 
including  William  Cohen,  US 
defence  secretary,  as  weD  as 
top  defence  officials  from 
most  of  the  Nato  member 
states,  and  applicant  mem- 
bers from  central  and  east- 
ern Europe.  Mr  Gusarov  said 
Nato  expansion  - already 
agreed  for  Poland,  Hungary . 
and  the  Czech  republic  - 
would  actually  undermine 
security  and  stability  in 
Europe. 


“The  red  line  principle, 
which  means  that  member- 
ship of  the  former  Soviet 
republics  in  Nato  is  inadmis- 
sible, remains  frilly  valid,” 
he  said.  "We  do  not  possess 
the  right  of  veto  In  this  pro- 
cess, but  we  have  not 
changed  our  negative  atti- 
tude to  it,  and  have  the  right 
to  express  our  opinion,  and 
to  insist  that  it  is  heeded.” 
The  issue  of  UN  Security 
Council  approval  for  out-of- 
area  exercises  was  raised  at 
the  conference  by  Gerhard 
Schroder,  the  German  chan- 
cellor. who  said  that  while 
UN  approval  was  always 
desirable,  exceptions  were 
conceivable.  He  declined  to 
define  what  those  exceptions 
■might  be.  Mr  Cohan  called 
on  European  members  to 
back  US  plans  for  tougher 
action  to  curb  the  spread  of 
weapons  of  mass  destruc- 
tion, and  raged  them  not  to 
reduce  defence  spending. 


ECB  pressed 
by  Germany 
over  rates 


By  Wolfgang  Mflnchau 
in  Frankfurt 


other  during  tbe  Inaugural 
speech  by  Jacques  Chirac, 
the  French  president,  and 
the  subsequent  reception. 

Further  problems  were 
emphasised  when  an  adviser 
to  the  Albanian  separatist 
Kosovo  Liberation  Army 
underlined  the  group's  hos- 
tility to  a stipulation  in  the 
peace  plan  that  Its  arms  be 
handed  over  and  kept  in 
Nato-guarded  stocks. 

Western  mediators  want  to 
institutionalise  the  KLA 
within  a new  police  force  to 
reflect  Kosovo's  ethnic 
make-up.  which  is  over  80 
per  cent  ethnic  Albanian. 
But  the  KLA  wants  its  own 
regular  army,  arguing  that 
the  1965  Dayton  peace 
accord  set  such  a precedent 
on  the  ending  of  the  Bosnian 
civil  war. 


The  European  Central  Bank 
is  facing  mounting  pressure 
from  the  German  govern- 
ment to  cut  short-term  inter- 
est rates  to  help  stimulate 
the  economy  and  create  jobs. 

Stefan  Collignon.  bead  of 
the  European  affairs  direc- 
torate in  the  German  finance 
ministry  and  a close  adviser 
or  Oskar  Lafontaine.  finance 
minister,  said  short-term 
interest  rates  were  too  high 
to  maintain  a sufficient  level 
of  economic  growth  and 
employment. 

He  said  the  ECB  was 
obliged  under  law  to  support 
economic  growth  in  the  euro 
after  it  met  its  primary 
objective  of  price  stability. 
“Some  people  in  the  tradi- 
tion of  the  Bundesbank 
would  like  to  forget  this 
part,  because  it  is  conve- 
nient for  central  bankers,” 

Tbe  comments,  unusually 
outspoken  for  a German  offi- 
cial. reflect  a more  open  and 
confrontational  debate 
between  the  German  govern- 
ment and  the  ECB  on  mone- 
tary and  fiscal  policy. 

The  ECB  regularly  warns 
governments  to  adhere  to  a 
tight  fiscal  policy  stance.  It 
also  recently  clashed  with 
Mr  Lafontaine  and  his 
French  counterpart,  Domini- 
que Strauss- Kahn,  over  their 
proposals  to  limit  tbe  euro’s 
fluctuations  against  other 
important  currencies. 

Last  autumn,  Mr  Lafon- 
taine repeatedly  called  on 
the  Bundesbank  - which 
was  then  in  charge  ol  Ger- 
man monetary  policy  before 
the  introduction  of  the  euro 
- to  reduce  Interest  rates. 

Wim  Duisenberg,  presi- 
dent of  the  ECB,  indicated 
last  week  that  short-term 
interest  rates  would  remain 
on  hold  for  the  time  being. 
He  said  that  in  real  terms 


Bonn  backtracks 
over  job  targets 


By  Ralph  Atkins  In  Bom 


Germany's  Social  Democrat- 
government  has  scaled  back 
Its  hopes  of  agreeing  Europe- 
wide  binding  and  verifiable 
employment  targets  under 
its  six-month  presidency  of 
the  European  Union. 

Speaking  at  a summit  of 
labour  and  social  affairs 
ministers  in  Bonn.  Walter 
Ri  ester.  Germany's  employ- 
ment minister,  said  setting 
such  goals  was  “a  long-tom 
process". 

Progress  had  been  made  in 
agreeing  the  emphasis,  focus 
and  methods  for  setting  tar- 
gets. he  said.  But  the  mem- 
ber states  had  to  think  prac- 


tically about  the  targets  that 
could  be  obtained.  "This  Is 
not  something  which  can  be 
done  even  within  tbe  Gw- 
man  presidency." 

Gerhard  Schroder,  chan- 
cellor, and  Jacques  Chirac, 
French  president,  called  last 
year  for  the  European 
“employment  pact",  being 
drawn  up  under  Germany's 
presidency,  to  include  “bind- 
ing and  verifiable"  goals. 
Germany  regards  the  pact, 
focusing  in  particular  on 
youth  and  long-term  unem- 
ployment, as  important  for 
balancing  the  strict  rules  on 
fiscal  discipline  which 
accompanied  the  euro's 
launch  in  January. 
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the  real  rate  was  241  per 
cent,  which  was  taw  both  by 
historic  standards  tag  rela- 
tive to  rates  in  other  cam* 

tries. 

Speaking  at  a fletettar 
over  the  weekend.  Mr  Cqffig. 
non  said:  "The  present  real 
interest  rate  Is  notpooisfet. 
ent  with  higher  growth, 
investment  and  empfoytaeat. 
Lower  Interest  rates  "WtK&i 
also  be . compatible  ‘ jfltfi 
price  stability  as  tong  as 
wage  Increase  remato-nwt- 
erate." . 

He  saW  there  were  ap;. 
inflationary  preaamrek,."* 
increases  in  unit  wage  co®fe 
had  been  extremely  jhatiefr'- 
ate  in  recent  years. 
wage  costs  were. the  stagfe 
most  important  factor  caus- 
ing consumer  price  foffefloi. 

Mr  Collignon  said  he  tolly 
supported  central  banktade- 
pendence.  but  added  that 
while  the  government  repre- 
sented the  view  ofr£he 
people,  central  banks  fended 
to  be  more  conservative  than 
the  average  citizen.  Hflpjjahi- 
tained  that  structural: prob- 
lems and  deficient  economic 
demand  were  equally,  to 
blame  for  Europe's  high 
unemployment,  while.- the 
previous  government  - jKtd 
most  central  bank&rs^ - 
argued  that  mtemptoytaeut 
was  mostly  a structural 
problem. 

He  said  Europe  hadiaF 
fered  large  output  gaps>9fe 
difference  between  ..afetpSl. 
and  potential 

put  - during  the  199Qshiit& 
both  the  UK  and  th 
were  able  to  increase  dbaa* 
tic  demand  in  that  perfect1 

He  said  the  global  finan- 
cial crisis  was  a "symmetric 
demand  shock”,  most  effi-' 
ciently  dealt  with  through 
monetary  policy.  He  warned 
that  governments  would 
have  to  use  fiscal  policy  to. 
counteract  the  shock  if  mon- 
etary policy  fails  to  react : 
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CWHUFnOHJBWL  MALAYSIA’S  PM  SAYS  FOXIER  DEPUTY  FACES  NEW  CHARGES  OF  SEXUAL  M1SC0NDUCT 

*..ai1'  Mahathir  renews  Anwar  attack 


By  Ptfar  Montagnon, 
Asia  Editor,  h London 
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Anwar  Ibrahim,  the  jailed 
’ .former  Malaysian  deputy 
prime  minister,  will  face 
‘ new  charges  of  sexual  mis- 
' conduct  once  the  present 
corruption  charges  have 
.^.been  dealt  with  at  his  trial, 
Mahathir  Mohamad,  prime 
.'"  minister,  said  at  the  week- 
end. 

Dr  Mahathir  also  told 
Malaysian  students  in  Lon- " 

* don  that  he  would  not  resign 
as  long  as  he  could  influence 
the  choice  of  Malaysia’s  next 

' ' leader,  and  hinted  that  a top- ' 
ranking  police  officer  could 
have  been  responsible  for 
J‘-  beating  up  Mr  Anwar  after 

• his  arrest 

: One  student  at  the  packed 

meeting  won  applause  for 
suggesting  that  Dr  Mahathir 
" should  apologise  to  Mr 
‘"l  Anwar  and  his  family  and 
- resign.  Though  he  subse- 
quently  denied  he  had 
"'-  Intended  to  intimidate  his 
questioner.  Dr  Mahathir 
pointedly  told  him  he  had 
; laid  himself  open  to  a defa- 
matron  suit  by  the  way  his 
: .question  was  framed. 

• However,  the  prime  minis- 
•••  ter  showed  little  restraint  in 
his  denunciation  of  Mr 
- Anwar  at  the  meeting, 


Loaders  at  Malaysia’s  Coaition  for  Poopto’s  Democracy  launched  tt 
Mahathir  Mohamad,  prime  minister.  In  the  coming  general  elections 


which  was  relayed  to  hun- 
dreds or  students  on  closed 
circuit  television  throughout 
the  extensive  offices  of  the 
Malaysian  Students  Depart- 
ment 

Claiming  he  could  speak 
freely  because  it  was  a pri- 
vate meeting  despite  the 


One  Nation 
to  fight  on 
despite  split 
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job  targets 
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.By  Gwen  Robinson  In  Sydney 

Leaders  of  One  Nation,  file 
Australian  political  party 
known  Ibr  its  protectionist 
and  anti-immigration  plat- 
form, denied  claims  at  the 
weekend  that  a rebellion 
among  MPs  would  damage 
its  chances  in  a forthcoming 
state  election. 

But  the  party’s  founder, 
Pauline  Hanson,  and  its  two 
main  executives,  David 
Ettridge  and  David  Oldfield, 
agreed  to  surrender  their 
positions  and  stand  for  re- 
election  at  the  party’s 
annual  general  meeting  in 
■Sydney  sit  the  end  ^ tfce  - 
month. 

Their  action  was  precipi- 
tated by  the  resignation  cif 
three  elected  MPs  and 
threats  by  a farther  seven  to 
desert  If  Ms  Hanson  did  not 
stand  down  and  a face  a 
leadership  vote. 

Ms  Hanson,  who  was  cam- 
paigning at  the  weekend, 
claimed  her  party  was  still 
very  strong.  “We’ve  got  sup- 
porters Australia-wide  who 
are  standing  beside  what 
One  Nation  is  and  what  we 
stand  for. . . we  are  going  to 
do  very  well  here  in  New 
South  Wales.*. 

. But  Bruce  Whiteside,  who 
founded  and  then  disbanded 
the  Pauline  Hanson.  Support 
Movement,  said  Ms  Hanson's 
advisers  had  hijacked  the 
original  agenda  and  “built, 
an  abomination’’. 

He  added:  “People  voted 
[for  One  Nation  because  they 
wanted  an  alternative  to  the 


corrupt  two-party  system. 
They  trusted  One  Nation 
and  now  that  trust  has  been 
violated...  it  will  die  ah 
agonising  death."  ' 

The  three  MPs  resigned  in 
protest  over  what  they 
claimed  was  the  party’s 
“autocratic  and  undemo- 
cratic structure”  and  said 
they  would  sit  as  indepen- 
dent MPs. 

The  criticisms  highlighted 
One  Nation's  secretive  and 
rigid  structure.  Ahalysts 
said  the  “military-style 
regime”  exercised  by  the 
party’s  executive  was  a key 

yrLfhi  lie  ^eehs-. 
land  .elections,  when  the  ,11 
MPa  picked  up  foore  than  20 
per  cent  of  the  vote. 

In  national  elections  last 
October,  One  Nation  gained 
nearly  9 per  cent  of  the  vote, 
but'  aided  19  with  just  one 
Senate  seat  because  of  Aus- 
tralia's system'  of  preferen- 
tial voting.  The  main  parties 
directed  their  “preference" 
votes  to  other  minority  par- 
ties. 

Ms  Hanson,  as  a result, 
lost  her  seat  in  paritemeufs 
influential  lower  house,  hut 
maintained  her  rale  as  party 
leader.  Ms  Hanson  denied 
the  party  was  in  turmoil 
She  said  she  had  been  “too 
busy”  on  the  campaign  trail 
to  speak  with  the  Queens- 
land MPs.  “It  would  be 
unfair  of  me  to  comment 
until  Tve  bed  an  Qppcotumty 
to  actually  speak  to  the 
members  of  parliament.”  she 
said.  - 
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[louIss  Lucas  In  Hong  Kong 

Hong  Kong  will  next  month 

Simmrh  a household  survey 
to  determine  the  number  of 
mainland  immigrants  eligi- 
ble for  residency  in  the  terri- 
tory following  a recent  court 

ruling. 

j In  a landmark  ruling*  the 
Court  of  Steal  Appeal  last 
mon^h  -granted  uncondi- 
tional right  of  abode  to  chil- 
dren bamto  Hong  Kong  resi- 
dents. This  includes 
illegitimate . children  and 
those  bom  before  their  par- 
ents bbrenmH^Khng  rest- 
dents.  - • 

R*g ina'  lp,  Sficetary  of 
security,  told  legislators: 
“My  guess  is  there  are  a few 
tens  of  thousands  of  fUfigttir 
The  number 


argued' that  the- government 
could  have  estimated  num- 
bers of . immigrants  much 
earlier  and  planned  accord- 
ingly. ' 

Thomas  Matvey,  a director 
of  the  Hong  Kong  Family 
Welfare  Society,  said:  “We 
have  deprived  people  of  this 
right  ftwr  some  time,  and  it’s 
a human  right  -and  we 
should  have  planned  for  it 
better  All  these- things  [like 
pfeiiiruithng  the  number  of  eli- 
gible people]  should  have 
been  done  since  February 
1989,  .because  then  the  Basic 
Law  [Hong  Kong's  posi -colo- 
nial mtm -constitution  J said 
very  clearly  persons  of  Chi- 
nese nationality  bom  in 
Hang  Kong  would  have  the 
right  to  come  here." 

' Estimates  of  the  number 

of  . children  who  could  have 

right  of  abode  range  around 


in**3 


jmato 

bom  before  their  parents 

became-  resCdente  wcwfld  'be  --- — . - 

Jlarger.  The  Cottrt  of  'JtoJ  ■ flfcOOQ,  although'  more  filarm- 
r Appear  dtejaed  that  W:Jaw  .tot; numbers  are  being  ban- 
"iwbirii  spifoiit  to  curb  hnsfe  died  around:  Song  Kong 
gration  w&jiot  retroepw-  how  receives  150  mainland 
tive,  and  ar rived  toga?  immigrants  a to 

before 

gible  to  Stay.  sjqce  the  rut  Fukden  Middle  School,  which 
ing  mothers  ami  children . , edetdrs.  for.  .newly . arrived 

baw  beeh  quto^  a'^S 

both  skies  of  *^a®5dicaflra0ffTOSoar.Bm 

seek.  Mt  cf  abode.  ^ 

The. ruling  /bas^'cadgiit au^ty^df:  hfo  iu  China  is 
Hong  Kong  tunawai^'. 4ts\  d88,ire. 

already-  - 
schools  and 

ire  UFequteped  to  dealMtii  ' aay  ®*  edac^Km  system  to 
the  larger  numbers.?  But  not  that  good  fir  cMIdren,  so 
some  welfare  workers  • they  go  back  to  China.” 


large  audience.  Dr  Mahathir 
alluded  to  evidence 

relating  to  sodomy  charges 
in  the  current  trial  He  also 
accused  Mr  Anwar  of  introd- 
ucing money  politics  Into 
Malaysia. 

“He  was  the  one  who  had 
cronies  in  the  party,  who 


Mr  challenge*  on  Saturday  against 
PP 

created  cronies  who  sup- 
ported cronies,”  he  said. 
“These  people  who  appeared 
from  nowhere,  who  are 
strong  supporters  of  Mr 
Anwar,  sndideiUy  became  the 
heads  of  hundreds  of  compa- 
nies." 

Though  the  initial  sexual 


charges  bad  been  dropped  to 
focus  on  the  corruption 
issues  in  the  trial,  other  sex- 
ual charges  would  follow,  he 
said. 

The  attorney  general  "will 
have  to  refer  charges  on 
other  counts,”  he  said. 

In  a statement  that  will 
foe]  rumours  already  sweep- 
ing  Kuala  Lumpur,  Dr 
Mahathir  said  it  had  been 
necessary  to  appoint  a Royal 
Commission  into  the  injuries 
sustained  by  Mr  Anwar 
because  otherwise  the  inves- 
tigating officer  in  a police 
inquiry  might  have  been 
junior  to  the  suspect. 

Abdul  Rahim  Noor  Malay- 
sia’s top  policeman,  resigned 
after  an  initial  inquiry 
blamed  the  police  for  Mr 
Anwar's  Injuries,  though  no 
individual  was  named. 

Dr  Mahathir  said  he  would 
have  resigned  as  prime  min- 
ister last  year  but  for  bis 
concerns  about  Mr  Anwar. 
Asked  subsequently  by  jour- 
nalists whether  he  . had 
decided  to  defer  elections 
within  the  ruling  UMNO 
party  because  of  worries 
about  a divisive  contest  for 
the  deputy  president’s  seat 
formerly  held  by  Mr  Anwar, 
be  raid  he  had  not  lost  the 
support  of  any  of  the  leaders 
of  the  party. 


Foreign  banks  get  tough 
with  Chinese  borrowers 


ay 


Several  foreign  banks  are 
taking  more  aggressive  steps 
to  recover  money  from  Chi- 
nese borrowers,  such  as  call- 
ing in  loans  demanding 
accelerated  debt  repayments. 

The  tougher  measures 
underline  the  deterioration 
of  international  bankers’ 
confidence  in  corporate 
China  and  also  suggest  a 
tightening  credit  squeeze  to 
set  to  put  further  strain  on 
many  Chinese  wwnjwmiwt 

Zhou  Haiming,  a lawyer  in 
Shanghai,  says:  “The  accel- 
eration of  debt  repayments 
is  a very  bad  signal..  There 
is  a sense  of  doubt  among 
foreign  lenders  about  the 
ability  of  Chinese  borrowers 
to  repay." 

Many  banks,  fearing  that 
additional  pressures  on  Chi- 
nese borrowers  could  cause 
a serious  repayment  crisis, 
are  taking  a more  accommo- 
dating approach  by  renego- 
tiating payment  schedules. 

But  a number  of  overseas 
financial  institutions  have 
begun  to  take  more  assertive 
action.  In  a few  cases,  where 
hanlre  have  a demand  facil- 
ity on  their  loans  to  Chinese 
borrowers,  they  have  called 
In  their  loans,-  bankers  and 
lawyers  in  Shanghai  say. 


“The  banks  are  being  quite 
careful  They  do  not  want  to 
create  a crisis,”  says  one  per- 
son involved  in  an  attempt 
to  recover  the  interest  and 
principal  from  a Chinese 
borrower.  “But,  in  certain 
circumstances,  where  there 
to  a demand  facility,  people 
are  activating  it.” 

In  other  cases,  bankers 
find  grounds  to  demand 
accelerated  debt  repayments. 
“People  are  trying  to  get 
their  money  back,”  says  one 
foreign  executive  in  Shang- 
hai, suggesting  banks  are 
looking  to  find  technical 
defaults  by  Chinese  borrow- 
ers, which  they  would  have 
ignored  two  years  ago,  in 
order  to  Justify  calls  for 
accelerated  payment 
Some  lenders  have  also 
been  seeking  recourse  to 
legal  authorities.  High  Court 
writs  published  in  Hong 
Kong  recently  show  Ka  Wah 
International  Merchant 
Finance  seeking  to  recover 
more  than  US$3m  from 
Zhanjiang  International 
Trust  and  Investment  Corpo- 
ration, a Chinese  local  gov- 
ernment-backed investment 
agency,  as  well  as  S9.6m 
from  Nanhai  Zhong  Nan 
Power  Machinery  and  other 
borrowers  from  the  southern 
province  of  Guangdong.  The 


parties  Involved  either 
declined  or  were  not  avail- 
able to  comment. 

Foreign  bankers  In  Shang- 
hai say  they  are  generally 
reluctant  to  call  in  loans  or 
demand  acceleration,  which 
could  make  matters  worse 
for  overseas  Chinese  borrow- 
ers already  struggling  in  the 
face  of  a severe  international 
credit  squeeze. 

International  lenders  have 
been  cutting  off  .credit  to 
Chinese  borrowers  since  the 
sudden  closure  last  October 
of  a prominent  state-backed 
company  - Guangdong 
International  Trust  and 
Investment  Corporation 
(Gitlc)  - shook  foreign  confi- 
dence In  corporate  Chinese 
risk.  Since  then,  interna- 
tional banks  have  mostly 
been  refusing  to  roll  over 
short-term  working  capital 
loans  and  declining  to  issue 
new  loans  to  corporate  Chi- 
nese borrowers. 

Banking  sentiment  has 
sunk  further  this  year,  as 
hopes  of  repayment  on 
Gltic's  $4.37bn  outstanding 
debts  have  dimmed  follow- 
ing the  Chinese  authorities' 
decision  to  put  the  company 
into  liquidation  and  disre- 
gard previous  pledges  to 
repay  registered  foreign 
creditors. 
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Arcstar  Advanced  global  communications  from  NTT. 

Arcstar  offers  you  a uniquely  ./ZeriMe  global  connection.  In  fact,  no  one  offers  a stronger  connection 
with  Asia  and  the  Pacific.  In  Singapore,  for  example,  NTTs  Customer  Support  Center  provides 
comprehensive  network-integration  services  and  maintenance  to  flexibly  satisfy  your  every  need. 
As  one  of  the  world's  leading  telecom  providers,  NTT  can  provide  you  and  your  global  offices  with  an 
unsurpassed  level  of  service.  From  round-the-clock  multi-language  assistance  and  business  support  to 
emergency  backup.  Now,  connecting  with  Asia  is  a simple  matter  of  connecting  with  the  right  partner. 
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Shell  puts  its  faith  in  Nigeria’s  future 


The  energy  giant  believes  an  ambitious  scheme  to  harness  the 
gas  burnt  in  flares  could  transform  the  country's  industry 

By  Robert  Corine 


Faith  is  rarely  mentioned  as 
a motivating  factor  in  multi- 
billion  dollar  oil  and  gas 
deala.  But  for  Ronald  van 
den  Berg,  chairman  of  Royal 
Dutch/Shell's  Nigerian  sub- 
sidiary, faith  in  the 
long-term  potential  of  the 
troubled  country  underpins 
his  effort  to  secure  approval 
for  an  ambitious  $&5bn  plan 
to  transform  Nigeria's  oil 
and  gas  sector. 

“People  get  so  worn  down 
by  the  day-to-day  frustra- 
tions of  working  In  Nigeria 
that  they  can  easily  lose 
sight  of  the  long  term,"  he 
says. 

In  recent  years  Nigeria's 
petroleum  industry  has  suf- 
fered from  the  massive  cor- 
ruption of  previous  military 
governments,  chronic  under- 
investment and  increasingly 
frequent  and  violent  protests 
by  residents  of  the  Niger 
Delta,  who  are  demanding  a 


share  of  the  oil  wealth  pro- 
duced in  their  region. 

But  the  proposed  inte- 
grated oil  and  gas  scheme 
now  being  debated  by  the 
government.  Shell  and  other 
international  oil  companies 
has  the  potential  to  revital- 
ise the  industry  by  iinMwg 
much  of  the  future  growth 
in  Nigeria’s  oil  output  to  the 
commercialisation  of  the 
large  amount  of  gas  that  is 
now  burred  in  giant  flares 
dotted  across  the  Delta.  “It 
will  transform  Nigeria  from 
an  oil  producer  to  a major 
player  in  the  global  liquefied 
natural  gas  industry.”  says 
Mr  van  den  Berg. 

The  linchpin  of  the  project 
is  construction  of  a third 
production  train  at  the 
Bonny  Island  plant  of 
Nigeria  Liquefied  Natural 
Gas  (NLNG).  The  first  two 
trains,  which  cost  $3.8bn,  are 
due  to  come  onstream  later 
this  year  to  supply  LNG  to 
industrial  customers  In 


Europe.  But  because  they 
are  supplied  with  mainly 
“non-assodated  gas",  or  gas 
that  Is  not  produced  as  a 
byproduct  of  oil  production, 
they  will  do  little  to  elimi- 
nate the  controversial  gas 
flaring,  which  foreign  oil 
companies  have  promised 
progressively  to  reduce,  and 
to  eliminate  by  2006. 

Under  the  latest  plan  a 
third  train  would  be  sup- 
plied with  associated  gas 
from  the  new  offshore  and 
onshore  oQ  fields  that  Shell 
wants  to  develop  as  part  of 
the  Hn>>MT9ff.  as  well  as  with 
associated  gas  that  is  pro- 
duced from  easting  onshore 
fields,  but  which  is  now 
wasted.  “Approval  of  the 
third  train  opens  up  the  pos- 
sibility of  adding  600,000  bar- 
rels of  oil  a day  (mainly  from 
offshore)  while  taking  care 
of  the  onshore  gas,”  says  Mr 
van  den  Berg. 

Although  Nigeria  is 
known  as  an  oil  producer. 


Construction  of  the  that  LNG  production  plants  on  Bonny  (staid 


most  of  its  energy  reserves 
are  actually  high  quality 
gas,  although  commercialis- 
ing those  reserves  has 
proved  to  be  a perennial 
problem.  About  1,000  stan- 
dard cu  ft  of  gas  is  produced 
with  each  barrel  of  ofl.  Sev- 
enty per  cent  of  such  gas  is 


flared. 

There  are  additional  bene- 
fits to  the  proposed  scheme. 

It  is  the  first  tima  a foreign 
ofl  company  has  indicated  a 
willingness  to  developing 
deepwater  discoveries  off 

Nigeria.  The  scheme  would 

also  eliminate  dependence  Lex,  Page  16 


on  a single  supply  pipeline 
tftnt  could  be  sabotaged. 

If  the  third  train  is 
approved  it  would  mean  the 
construction  of  two  addi- 
tional pipelines,  including 
one  from  offshore. 


Bid  to  rally  support 
for  Clinton  censure 


By  Mark  Suzman  in  Washington 

Senators  from  both  big  US 
political  parties  yesterday 
sought  to  rally  support  for  a 
new  resolution  to  censure 
President  Bill  Clinton  for  his 
behaviour  in  the  Monica 
Lewinsky  scandal  as  they 
prepared  for  today's  closing 
arguments  in  his  impeach- 
ment trial. 

After  listening  to  Republi- 
can prosecutors  and  White 
House  lawyers  present 
excerpts  from  videotaped 
testimony  by  Ms  Lewinsky 
and  two  other  witnesses  on 
Saturday,  several  senators 
said  they  had  not  heard  any 
new  Information  that  was 
likely  to  prevent  Mr  Clinton 
from  being  acquitted  In  a 
final  vote  later  this  week. 

Although  some  members 
will  be  attending  King  Hus- 
sein's funeral  in  Jordan 
today.  Trent  Lott  the  Senate 
majority  leader,  indicated 
that  the  trial  would  continue 
as  scheduled.  Final  delibera- 


tions are  due  to  begin  on 
Tuesday  with  a vote  on  the 
charges  that  Mr  Clinton 
committed  perjury  and 
obstructed  justice  in  cover- 
ing up  his  affair  with  Ms 
Lewinsky  coming  Thursday 
or  Friday. 

In  an  effort  to  ensure  that 
the  decision  does  not  allow 
Mr  Clinton  to  rfaitw  vindica- 
tion for  his  actions,  a biparti- 
san group  of  senators 
attempted  to  build  support 
for  a censure  motion  that 
would  condemn  the  presi- 
dent’s actions. 

Robert  Bennett,  a Republi- 
can from  Utah,  and  Dianne 

JFelnstein,  a Democrat  from 
California,  said  they  were 
working  on  various  drafts  of 
a resolution  that  would 
accuse  Mr  Clinton  of 
“shameless,  reckless  and 
indefensible"  behaviour  and 
of  having  “deliberately  mis- 
led the  American  people”. 

But  Phil  Gramm,  a conser- 
vative Republican  senator 
from  Texas,  believed  the  cen- 


sure idea  was  unconstitu- 
tional. He  warned  he  would 
“adamantly”  oppose  any 
attempt  to  pass  it  even  if 
meant  a further  delay  in  the 
trial.  “Impeachment  Is  about 
the  constitution,  censure  is 
about  getting  political 
cover,”  Mr  Gramm  told  NBC 
television. 

Mr  Bennett  said  he  was 
optimistic  a compromise 
might  be  reached  but 
acknowledged  it  would  be 
difficult  to  get  enough  sup- 
port from  his  follow  Republi- 
cans. However,  support  does 
appear  to  be  growing  for  a 
Democratic  proposal  to 
make  the  Senate’s  final 
deliberations  open  to  the 
public. 

Senators  also  indicated 
that  they  did  not  believe  a 
new  controversy  over 
whether  Sidney  Bltxmenfhal, 
a White  House  aide  who  was 
one  of  the  other  witnesses 
for  the  trial,  may  have  lied 
in  his  deposition  would 
delay  proceedings. 


IBM  to  unveil  digital 
music  sales  system 


By  ABce  Rawsthoni  in  London 


IBM,  the  world's  largest 
computing  company,  and  the 
“big  five”  music  groups 
today  unveil  proposals  to 
launch  the  first  folly  fledged 
digital  music  distribution 
system  - code-named  the 
Madison  Project 

Details  of  . the  Madison 
Project,  which  will  enable 
consumers  to  buy  albums 
and  singles  in  the  form  of 
digital  gjgnaia  sent  to  their 
personal  computers  over  the 
internet,  have  been  the  sub- 
ject of  secret  discussions 
between  IBM  and  the  music 
industry  for  over  a year. 

The  big  five  - Universal. 
Sony,  Warner,  EMI  and 
Bertelsmann  - are  anxious 
to  diversify  into  the  poten- 
tially lucrative  digital  music 
market  at  a time  when  inter- 
net music  piracy  is  escalat- 
ing, but  have  been  deterred 
from  doing  so  by  the  dearth 
of  technical  and  legal  con- 
trols. 


The  results  of  the  Madison 
Project  experiment  will  also 
influence  the  development  of 
the  Secure  Digital  Music  Ini- 
tiative (SDMD.  a programme 
whereby  the  big  five  plan  to 
set  guidelines  for  digital  dis- 
tribution systems  in  con- 
junction with  technology 
companies,  including  IBM, 
Microsoft  and  AT&T. 

IBM  has  convinced  the  big 
five  that  its  Madison  Project 
technology,  which  has 
absorbed  $20m  of  develop- 
ment investment, -will  pro- 
vide an  efficient  means  of 
delivering  music  to  consum- 
ers and  wiU  be  secure 
enough  to  protect  their  copy- 
rights from  piracy.  The  five 
signed  a confidential  agree- 
ment in  November  to  partici- 
pate in  a pilot  programme, 
and  to  contribute  to  the  proj- 
ect’s development  costs. 

IBM  will  disclose  details  of 
the  pilot,  scheduled  to  start 
in  San  Diego,  California,  in 
the  next  few  months.  It  will 
include  several  hundred 


households,  which  can 
choose  from  roughly  200 
albums  on  the  Madison  Proj- 
ect internet  site. 

pfleh  album  will  be  sent 
digitally  to  Its  purchaser  in 
three  to  six  minutes, 
although  IBM  will  also  run  a 
conventional  mail  order  ser- 
vice In  case  of  error.  The  dig- 
ital musical  cignnlK  will  be 
encrypted  to  prevent  unau- 
thorised copies  being  made. 

The  San  Diego  pilot  is 
intended  to  test  the  efficacy 
and  security  of  IBM’s  tech- 
nology, and  to  enable  the  big 
five  to  see  how  consumers 
react  to  digital  distribution. 

Downloading  music  digi- 
tally from  the  internet  is 
increasingly  popular,  partic- 
ularly among  US  teenagers, 
but  is  conducted  mostly  on 
an  unauthorised  basis  using 
pirate  Internet  sites. 

There  is  also  a growing 
trend  for  consumers  to  buy 
conventional  compact  discs 
by  mail  order  from  online 
retailers. 


NEWS  DIGEST , _ 
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Border  tension  erupts  > 
into  full-scale  hostilities' 

garasawSS  ( 

the  conflict  and  each  maintained  it  had  gained  mktttey 

UP-nS  two^untrfes  waged  a brief  a*  and  around  ■ 

their  disputed  border  last 
ration  in  relations.  Tensions 

past  eight  months,  despite  - 

Son  of  African 

peace  deal,  and  both  Eritrea  and  Ethiopia  hartstoOKpwd  . 

"^A^nan,  the  UN  secretary 

conflict  and  called  fora  peaceful 

continued  fighting,  is  comply  Inter- 

national  community,”  he  said.  Mark  Turner,  enroot 

HEDGE  HIND  PROBE 


Iosco  sets  up  task  force 

The  International  Organisation  of  Securities  Commtesfons  -. 
(Iosco)  has.  set  up  a task  force  to  Investigate  Nflhty  lever- 
aged institutions  such  as  hedge  funds  in  response  to  the 
near-collapse  of  Long-Term  Capital  Management,  the  US 
fond. 

The  decision  comes  a week  after  a report  by  the  Baste 
committee  of  banking  supervisors  criticised  banks  for  fac- 
ings in  thefr  risk  management  processes  and  cafied  for 
Improvements  In  their  dealings  with  highly  leveraged  finan- 
cial institutions.  Michel  Prada,  chairman  of  the  Iosco  tech- 
nical committee,  said  the  organisation  intended  to 
co-operate  with  the  commfttee  over  how  to  apply  its  pro- 
posals to  the  supervision  of  securities  and  derivatives . 
firms. 

The  task  farce  wffl  consider  the  need  for  greater  trans- 
parency before  reporting  to  Iosco’s  technical  committee  at 
the  end  of  May.  Lack  of  transparency  was  cited  as  one  of 
the  main  causes  of  concern  following  the  collapse  of 
LTCM  last  September.  Iosco’s  task  force  wffi  also  took  at 
risk  management,  internal  controls,  settlement  systems 
and  pubflc  disclosure.  Jane  Martinson 


DON  DUNSTAN  DIES 


i 


Political  leaders  pay  tribute 

Australian  political  leaders  yesterday  paid  tribute  to  Don 
Dunstan,  an  influential  figure  in  the  Australian  Labor  party 
who  died  in  Adelaide  on  Saturday  after  a seven-year  battle 
with  cancer.  Mr  Dunstan,  72,  was  premier  of  South  Austra- 
Ra  on  two  occasions,  1967-68  and  1970-79. 

He  never  entered  national  politics  but  helped  shape 
.some  of  Labor's  most  signrfic®rt  policies.  He  led  the  fight 
to  abolish  the  "White  Australia”  anti-Asian  immigration  pol- 
icy in  the  1970s  and  put  aboriginal  land  rights  and  anti- 
discrimination  legislation  on  the  national  agenda. 

He  is  also  credited  with  transforming  one  of  Australia’s 
most  conservative  states  Into  one  of  its  most  progressive, 
making  South  Australia  the  first  state  to  decriminalise 
homosexuality,  reform  its  parliamentary  system  and  over- 
haul licensing  laws.  Gwen  Robinson,  Sydney 
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Subscribe  for  a year  and  receive  4 weeks  extra  free. 

More  senior  business  people  in  Europe  read  the  FT  than  ever  before'.  They 
value  the  depth  and  breadth  of  its  coverage  of  European  news  and  depend  on 
the  FT’S  unrivalled  tracking  of  the  effects  of  the  euro. 
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Our  strength  has  always  been  onr  the  top  international  banks,  give 

ability  to  adapt  to  change!  And  us  the  experience  to  provide 

often  to  anticipate  it.  We  offer  first-rate  service  to  businesses 
leading-edge  financial  products  looking  to  prosper  in  Italy..  With 


market  changer  while  these  foundations,  we’ll  make 
responding  to  our  Clients’  needs.  investment  banking  one  of 
■stafiF  recruited  from  .our-strengths>for  the  future. 
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DEFENCE  INDUSTRY  UK  PROCUREMENT  CHIEF  SEES  LITTLE  THREAT  FROM  EUROPEAN  CONSOLIDATION  _ COIUpei 

Mergers  ‘will  not  hit  competition’ 


By  Alexander  VG00H, 

Defence  Correspondent 

Moves  to  consolidate 
Europe's  defence  industry, 
including  the  planned 
merger  of  British  Aerospace 
with  its  biggest  UK  rival, 
win  not  unduly  restrict  com- 
petition among  weapons 
makers,  according  to  Sir 
Robert  Walmsley,  chief  of 
defence  procurement. 

Sir  Robert's  remarks,  in  an 
interview  with  the  Financial 
Times,  will  encourage  BAe 
and  General  Electric  Com- 
pany, which  are  Focusing  on 
the  regulatory  process  that 
will  begin  as  soon  as  they 
reach  final  agreement  on 


Brewers 
to  lobby 
Brussels 
on  beer 
taxes 

By  John  WiUman, 
Consumer  Industries  Editor 


Britain's  brewing  industry 
has  joined  brewing  trade 
groups  from  four  other  Euro- 
pean Union  countries  to 
lobby  the  European  Commis- 
sion for  greater  tax  harmoni- 
sation on  beer  taxes. 

The  UK  Brewers  and 
Licensed  Retailers  Associa- 
tion believes  Brussels  should 
force  member  states  to  bring 
their  excise  duties  on  beer 
down  to  the  target  of  about 
Sp  (13  cents)  a pint  agreed  by 
EU  finance  ministers  in  1992. 

Since  the  1997  election,  the 
government  has  twice  raised 
excise  duty  on  beer,  taking  it 
to  33p  a pint  The  UK  is  the 
only  EU  country  moving  fur- 
ther from  harmonisation. 

Beer  tax  in  three  other 
north  European  countries  is 
still  above  UK  levels,  though 
moving  down  towards  the 
target  rate.  The  brewers 
intend  to  demand  that  Mario 
Monti,  single  market  com- 
missioner, takes  steps  to 
eliminate  the  differentials. 

“A  single  market  cannot 
work  without  looking  at 
excise  duty,”  the  BLRA  said. 
“Duty  rates  are  the  single 
biggest  cause  of  price  differ- 
entials between  member 
states  - VAT  rates  have  con- 
verged and  differences  in 
corporation  tax  levels  have 
little  effect  on  pricing." 

The  campaign  links  the 
UK  group  to  brewers'  repre- 
sentatives from  the  four 
other  EU  countries  with  beer 
taxes  above  the  target  rate. 
These  are  Finland  which  has 
the  highest  tax  at  almost  60p 
a pint,  Ireland  at  40p,  Swe- 
den with  more  than  30p  and 
Denmark  at  20p. 

The  organisations  from 
high-tax  countries  are  con- 
sidering forming  an 
umbrella  organisation  to 
press  their  case.  While  they 
are  lobbying  their  govern- 
ments, they  believe  the  Com- 
mission should  take  respon- 
sibility for  completing  the 
single  market. 

The  BLRA  is  also  support- 
ing a domestic  challenge 
against  the  UK  government 
over  two  recent  duty 
increases  which  have  added 
2p  a pint  to  the  tax  since  the 
start  of  1998.  Shepherd 
Nearae,  the  independent 
brewer,  has  asked  the  Court 
of  Appeal  for  its  case  to  be 
heard  in  the  European  Court 
of  Justice  in  Luxembourg. 


terms  of  BAe's  £7bn 
(SU.5bn)  purchase  of  GEC's 
Marconi  defence  division. 

The  Department  of  Trade 
and  Industry  will  scrutinise 
competitive  aspects,  with 
Stephen  Byers,  trade  and 
industry  secretary,  having  to 
decide  whether  to  refer  the 
deal  to  the  Monopolies  and 
Mergers  Commission.  But 
the  competition  authorities, 
will  listen  closely  to  the  Min- 
istry of  Defence,  the  two 
companies'  most  important 
customer. 

Sir  Robert  acknowledged 
there  could  be  a problem  “if 
all  the  European  companies 
were  to  turn  into  a single 
one".  But  he  added;  “This 


merger  hasn’t  affected  ship- 
yards - BAe  haven't  got  any 
shipyards.  It  hasn't  affected 
the  position  in  armoured 
fighting  vehicles  at  all." 

Procurement  of  the  Euro- 
flghter  combat  aircraft,  an 
important  source  of  business 
in  future  years  for  BAe  and 
Marconi,  had  in  any  case  not 
been  run  competitively. 

Sir  Robert,  who  oversees 
the  Ministry  of  Defence’s 
£9bn  annual  purchases,  said: 
“Our  commitment  to  compe- 
tition remains. " The  minis- 
try was  achieving  76  per 
cent  of  procurement  by  com- 
petition. he  said,  which  was 
“about  as  good  as  we've  ever 
done". 


The  evidence  was  that  ver- 
tically integrated  companies 
- as  BAe  would  be  after 
acquiring  Marconi's  elec- 
tronics activities  - do  not 
always  equip  aircraft  with 
their  awn  electronic 
systems.  “Companies  totally 

accept  that,  if  they  want  to 

be  efficient,  they  should  not 
be  relying  on  themselves  as 
solfrsourcE  suppliers." 

Competition  would  also  be 
maintained  by  the  presence 
in  the  UK  of  overseas 
defence  companies.  Sir  Rob- 
ert said.  Lockheed  Martin 
and  Raytheon  of  the  US  and 
Thomson-CSF  of  France  all 
have  UK  activities. 

Tony  Blair,  prime  minis. 


ter,  and  George  Robertson, 
defence  secretary,  have  been 
among  European  politicians 
urging  the  defence  industry 
to  form  a single  aerospace 
and  electronics  company  to 
challenge  US  rivals. 

The  government's  enthusi- 
asm for  the  pan-European 
concept  is  worrying  some  in 
the  defence  establishment.  A 
former  senior  defence  official 
said  last  week  a single  Euro- 
pean aerospace  and  defence 
company  would  be  “the  larg- 
est intra-European  monopoly 
anyone  could  think  of. 

However,  the  BAe/Marconi 
deal  has  almost  certainly 
delayed  the  formation  of  a 
unified  European  company. 


Getting  to  grips:  prime  minister  Tony  Blair  warns  Labour  party  members  that  spring  electrons  win  be  ‘toughest  period”  Press  Association 

POLITICS  MOVE  TO  UNITE  ACTIVISTS  BEHIND  LABOUR  LEADERS  IN  LOCAL  AND  EUROPEAN  POLLS 


Blair  rallies  party  ahead  of  elections 


By  Alan  PDce  in  Manchester 

Tony  Blair,  the  prime 
minister,  yesterday  fought  to 
ignite  fighting  spirit  among 
activists  of  the  ruling 
Labour  party  with  a warning 
that  this  spring's  mid-term 
elections  would  occur  at 
“the  toughest  period  for  any 
government". 

‘ The  government,  he  said, 
had  a route  map  of  reform- 
ing, modernising  policies  to 
last  for  the  present  parlia- 
ment. But  it  still  had  to 
deliver  on  many  of  the  tough 
targets  it  had  set  Warning 
that  “we  cannot  be  compla- 
cent", he  told  the  party's 
local  government  and  Euro- 
pean conference  in  Manches- 
ter, northern  England.  “We 
have  put  in  place  our  plans 
but  it  will  still  take  time  to 
deliver  and  the  public 
rightly  wants  results.” 


The  conference  launched 
Labour's  campaign  strategy 
for  the  Scottish  parliament, 
Welsh  assembly  and  English 
Scottish  and  Welsh  local 
government  elections  in 
May,  and  those  for  the  Euro- 
pean parliament  the  follow- 
ing month.  This  series  of 
polls  - which  Labour  is  pro- 
moting to  its  members, as 
“the  biggest  electoral  chal- 
lenge this  century"  - will  be 
fought  around  the  concept  of 
“team  Labour'1. 

“When  people  vote 
Labour,  from  the  parish 
council  to  the  European  par- 
liament, they  are  voting  for 
the  same  team,"  Mr  Blair 
said.  “I  want  every  member 
of  parliament  campaigning 
for  every  member  of  the 
European  parliament,  every 
MEP  campaigning  for  every 
[local  government]  council- 
lor." 


Labour  has  enjoyed  com- 
fortable opinion  poll  leads 
ever  since  the  general  elec- 
tion in  May  1997,  but  party 
official  are  worried  that,  par- 
ticularly in  the  local  govern- 
ment elections,  this  may  not 
prevent  it  from  appearing  to 
do  relatively  badly.  When 
the  local  council  seats  to  be 
contested  in  May  were  last 
fought  four  years  ago. 
Labour  achieved  its  best 
ever  local'  government 
result.  But  it  often  won  by 
small  majorities  in  areas 
where  the  party  has  not  tra- 
ditionally been  strong,  and  it 
will  require  enormous  effort 
to  retain  some  of  these  seats 
this  year. 

Senior  government  minis- 
ters attending  the  confer- 
ence were  also  anxious  to 
dispel  any  doubts  among 
activists  about  the  direction 
and  priorities  of  the  govern- 


ment, which  might  lead  to 
apathy  In  the  election  cam- 
paign. Margaret  Beckett, 
leader  of  the  House  of  Com- 
mons, the  UK  parliament’s 
lower  house,  and  Labour's 
election  campaign  eo-ordina- 
tor,  yesterday  told  the  con- 
ference: “If  there  are  any  at 
us  in  this  hall  who  are  feel- 
ing a bit  tired,  or  feeling  .any 
sense  at  apathy  - let  alone 
cynicism  - we  can  decide 
here  and  now.  to  put  it 
aside." 

Mr  Blair  gave  his  members 
a dear  mandate  to  do  battle 
with  the  Liberal  Democrats, 
the  UK’s  third-largest  politi- 
cal party,  in  the  local 
elections,  regardless  of  co- 
operation between  the  Lib 
Dems  and  Labour  on  consti- 
tutional issues.  “Locally, 
they  win  promise  everything 
to  anyone  but  can't  deliver 
it,"  he  said. 


start  train 
fares  war 


By  Charles  Batchelor, 
Transport  Correspondent 


A railway  “feres  war"  has 
broken  out  on  the  busy 
routes  between  London  and 
Birmingham,  as  competition 
grows  between  rival  comp- 
anies anxious  to  increase 
their  revenues. 

Chtltern  Railways  has 

launched  a £10  (S16.50) 
return  fere  - Hamming  it  to 
be  the  lowest  ever  - to  draw 
attention  to  the  alternative 
it  offers  to  Virgin  Rail, 
which  dominates  the  route 
between  the  capital  and  the 
English  Midlands  city. 

London  to  Birmingham  Is 
but  one  of  a growing  number 
of  routes  where  competition 
is  opening  up  between  com- 
panies that  emerged  after 
the  break-up  and  sale  of  the 
formerly  state-owned  rail 
network. 

Chiltern  said  its  London- 
Birmingham  fares  already 
undercut  Virgin’s.  However, 
until  tiie  launch  of  the  £10 
fere,  Sflverlink,  a third  oper- 
ator, offered  feres  lower  than 
the  other  two  companies. 

But  Chiltern  complained 
that  passengers  telephoning 
the  national  rail  inquiry  ser- 
vice were  always  quoted  the 
Virgin  fare  because  Virgin 
operates  the  fastest  service. 

Inquirers  are  rarely 
offered  a . slower  journey 
even  if  it  is  much  cheaper, 
Chiltern  said.  The  Associa- 
tion of  Train  Operating  Com- 
panies. which  is  responsible 
for  the  service,  said  it  was 
upgrading  its  systems  so 
that  staff  bad  access  to  infor- 
mation on  the  cheaper  feres. 

Chiltern  said  steep  fere 
increases  by  Virgin  on  its 
west  coast  routes  would  help 
it  meet  its  tazget  of  increas- 
ing its  share  of  the  London- 
Birmingfaazn  market  from 
under  5 per  cent  to  at  least 
20  per  cent  within  two  years. 

“Chiltern  introduced  new 
trains  last  year,  something 
Richard  Branson's  Virgin 
Trains  can't  achieve  until 
2001."  said  Alex  Turner, 
chiltern  marketing  director. 
“On  top  of  that  we  are  now 
£30  cheaper  than  Virgin  at 
peak  times  and  the  journey 
is  only  20  minutes  longer." 

.GhStem's.  new  SWJ^fere  is 
restricted  to  the  over-55s  and 
students,  and  is  only  avail- 
able at  Birmingham.  But 
Chiltem's  normal  cheap  day 
return  costs  £20.50  compared 
with  Virgin’s  £21.50  and  is 
available  on  earlier  trains. 

Virgin  said  it  offered  a £14 
London-Blrmlngham  return 
fere,  but  unlike  the  two 
other  companies,  this  had  to 
be  booked  at  least  three  days 
in  advance. 

Chiltern’s  £40  standard 
open  return  compares  with 
the  £70  charged  by  Virgin. 


Genetically  modified  crop  trials  in  jeopardy 


By  Vanessa  Moulder  fn  London 

An  important  set  of 
environmental  trials  of 
genetically  modified  crops 
is  in  jeopardy  because  farm- 
ers fear  that  the  crops  will 
be  targeted  by  environmen- 
tal activists  if  they  partici- 
pate. 

Novartis,  a developer  of 
GM  sugar  beet,  said  that  the 
government- backed  ecologi- 
cal trials  might  not  go 
ahead  because  of  the  diffi- 


culty in  finding  growers. 

“Given  the  statements  of 
people  like  Genetix  Snowball 
who  want  to  destroy  test 
rites,  farmers  are  reluctant 
to  put  themselves  forwards. 
Fanners  and  landowners  are 
extremely  anxious,"  said 
Novartis. 

Genetix  Snowball,  a pro- 
test group  that  has 
destroyed  crops  at  test 
rites,  said  that  its  campaign 
would  extend  to  the  trials, 
which  it  believed  were 


dangerous  and  unnecessary. 

“It  is  very  likely  we  will 
see  further  protests  at  GMO 
[genetically  modified  organ- 
ism] release  rites  from  activ- 
ists who  are  articulating 
public  demands  for  a mora- 
torium," it  said. 

English  Nature,  the  gov- 
ernment's official  adviser  on 
environmental  issues,  said  it 
was  very  important  that  the 
trials  went  ahead,  because, 
under  European  Union  rules, 
the  government  needs  sup- 


porting evidence  if  it  is  to 
ban  a GMO  without  fear  or 
reprisals. 

But  English  Nature  is  crit- 
ical of  the  government’s  atti- 
tude towards  getting  results 
from  the  trial,  which  will 
monitor  the  ecological 
effects  of  growing  herbicide- 
resistant  crops.  The  govern- 
ment has  said  it  wants  to  see 
the  results  before  deciding 
whether  to  move  ahead  on 
commercialisation. 

But  English  ‘ Nature 


believes  that  the  trial  will 
not  yield  any  meaningful 
results  before  the  first  GM 
crop  is  commercialised, 
which  is  due  to  happen  in  a 
year. 

English  Nature  says  the 
research  will  not  be  com- 
pleted and  evaluated  for  at 
least  four  years.  It  has  urged 
a delay  in  commercialisation 
because  of  its  concern  that 
GM  crops  - although  poten- 
tially beneficial  - could  have 
adverse  effects  on  wildlife. 


NEWS  DIGEST 

NORTHERN  jRELAND 

Power-sharing  executive 
faces  delay,  minister  warns 

Mo  Mowlam,  the  UK’s  chief  minister  for  Northern  Ireland, 
yesterday  admitted  that  the  March  to  deadline  for  estab- 
lishing a power-sharing  administration  in  Ulster  may  slip. 

Implementation  ol  the  Good  Friday  peace  accord  has 
become  deadlocked  over  the  insistence  by  pro-British 
unionists  that  the  Irish  Repubficarr  Army  must  begin  to  dis- 
arm before  republicans  - who  favour  a united  Ireland  - 
can  take  seats  in  the  devolved  executive. 

“What  we've  got  to  do  Is  keep  momentum  - we  don’t 
want  this  running  into  toe  parades  or  into  the  European 
ejections,"  Ms  Mowlam  told  the  BBC  television's  Breakfast 
With  Frost  news  programme,  "So  In  that  sense  it’s  a pretty 
dear  deadline.  However,  we  missed  the  Good  Friday 
agreement  by  a couple  of  days  — we  may  well  miss  this. 
I’m  aiming  for  it,  the  parties  are  airring  for  it,  but  nothing  is 
written  in  stone."  Andrew  Parker,  London 

POLmclANS’  EXPENSES 

Tory  ‘hypocrisy’  over  US  trip 

Wffliam  Hague,  leader  of  the  opposition  Conservative 
party,  yesterday  faced  charges  of  hypocrisy  after  it 
emerged  that  he  wilt  use  a Scottish  industrialist’s  jet  to  fly 
to  the  US  on  Wednesday.  Irvine  Lakifew,  a member  of  the 
Scottish  Conservative  party,  is  providing  his  11-seatar  Fal- 
con jet  to  Mr  Hague  for  the  five-day  visit 
David  Willetts,  the  Tory  education  spokesman,  said  the 
gesture  would  be  declared  if  necessary  in  parliament’s 
register  of  member's  interests.  He  said  there  was  a suspi- 
cion that  ministers  were  flying  on  Concorde  "for  the  fun  ol 
it0  at  the  taxpayers'  expense. 

Hilary  Armstrong,  the  toed  government  minister,  said: 
“William  Hague's  hypocrisy  knows  no  bounds.  Re  thinks 
ministers  engaged  in  important  government  business 
should  be  denied  access  to  the  most  efficient  means 
of  transport,  but  is  determined  to  use  them 
himself."  Andrew  Parker 


CRIME  . 

Plan  to  dock  welfare  benefits 

Criminals  could  have  their  welfare  benefits  docked  if  they 
breach  probation  or  community  service  orders  under  pro- . 
posals  bring  considered  by  the  government.  . • 

The  Department  of  Social  Security  confirmed  the  plans 
were  being  studied  by  ministers  for  possible  inclusion  In 
legislation  during  the  next  parliamentary  session. 

Paul  Cavadino,  spokesman  for  the  National  Association 
for  the  Care  and  Resettlement  of  Offenders,  said  the  plan 
would  "cause  more  crime  than  It  would  prevent”. 

“By  pushing  people  deeper  into  poverty,  reducing  bene- 
fits would  Increase  the  temptation  to  commit  more  thefts," 
Mr  Cavadino  said.  Andrew  Parker 


SCHOOLS  SEX  ROW 

Minister  backs  inspector 

David  Biunkett,  the  education  secretary,  yesterday  gave 
his  backing  to  Chris  Woodhead,  chief  inspector  of  schools, 
after  Mr  Woodhead  apologised  for  saying  that  sexual  rela- 
tionships between  teachers  and  pupils  coukl  be  “educa- 
tive". His  statement  appeared  to  conflict  with  legislation " - 
that  will  make  It  a criminal  offence  for  teachers  to  have  sex 
with  16  and  1 7-year-olds. 

Mr  Woodhead  sad  he  had  made  "a  mistake”  while 
addressing  student  teachers  at  Exeter  University  10 
days  ago,  and  added;  “Teachers  are  in  a position  of 
authority  over  their  pupils  and  that  position  must  not  be 
abused."  Andrew  Parker 


WELFARE-T0-W0RK 


Scheme  to  include  the  over-50s 

Gordon  Brown,  chancellor  of  the  exchequer,  is  poised  to 
extend  the  “New  Deal*  weffare-to-wprk  scheme  to  target 
unemployed  over-50s  in  next  month's  annual  Budget 
statement,  as  a study  by  a Treasury  civil  servant  under- 
lines the  collapse  of  work  prospects  among  that  age 
group. 

Forty  per  cent  of  men  aged  55-65  now  do  not  work, 
compared  with  20  per  cent  in  1979.  Many  are  forced  to 
retire;  some  opt  for  this  because  they  can  afford  It 

The  dramatic  fall  In  the  number  of  older  men  in  work  - 
almost  800,000  more  would  be  working  If  the  proportion  of 
working  men  aged  over  50  was  the  same  as  in  1979  - has 
growing  implications  for  the  funding  of  pensions,  accord- 
ing to  the  study  by  the  Centre  for  Analysis  of  Social  Exclu- 
sion at  the  London  School  of  Economics. 

"The  trend  towards  early  retirement  means  thafworidng 
fives  of  only  30  years  are  no  longer  uncommon,’  said  John 
Hills,  the  centre's  director. 

“As  a matter  of  arithmetic,  that  makes  it  harder  to -have 
a pension  system  that  is  both  adequate  and  affordable  - 
and  it  makes  it  more  difficult  for  individuals  to 
achieve  sufficient  pension  provision  for  themselves.” 
Nicholas  Timrrins,  London 
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FT  Maps 

The  FT  is  now  able  to  offer  the  following  world  and  industry 
specific  maps  for  purchase  in  a walichart  or  folded  format; 

FT  International  Telecommunications  Map  1997 

published  in  association  with  Salomon  Smith  Barney 

FT  Global  Telecommunications  Map  1998 

published  in  association  with  Inmarsat 

FT  Asia-Pacific  Telecommunications  Map  1998 

published  in  association  with  Telstra 

FT  Euroland  Map  1998 

published  in  association  with  Deutsche  Bank 


For  further  information,  please  contact: 

Julia  Woolley 

Tel:  +44  1787  228418  Fax;  +44  1787  227419 
Email:  julia.woolley@FT.com 

or  Tracey  Endacott  in  London 
tel:  +44  171  873  4356  Fax:  +44  171  S73  4862 
Email:  tracey.endacott@FT.com 
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Chancellor  urged 
to  consider  needs 
of  small  firms 


University  recruitment 
looks  to  east  Africa 


By  Vicki  Bakhshi  in  London 

The  Confederation  of  British 
Industry  is  urging  the  chan- 
cellor of  the  exchequer  to 
consider  the  needs  of  exist- 
ing small  businesses  in  next 
month's  annual  Budget 
statement  as  well  as  helping 
new  businesses  to  start  up. 

The  CBI  small  and 
medium  sized  enterprise 
council's  Budget  recommen- 
dations, published  today, 
warn  that  many  established 
small  businesses  are  strug- 
gling to  generate  enough 
cashflow.  “Government  can 
ease  cashflow  problems  by 
adapting  the  tax  system  to 
allow  continued  success  and 
growth,”  Colin  Perry,  chair- 
man of  the  SME  council,  said 
yesterday. 

To  support  existing  busi- 
nesses, the  CBI,  the  employ- 
ers' group,  wants  the  govern- 
ment to  introduce 
permanent  100  per  cent  first- 
year  capital  allowances; 
extend  the  one-year  carry- 


back limit  on  loss  relief  to 
three  years;  and  consider  an 
enhanced  tax  allowance  for 
spending  on  research  and 
development 

While  welcoming  the  gov- 
ernment’s attempts  to  help 
start-ups  so  far,  the  CBI  says 
some  of  the  initiatives  are 
not  working  as  well  as  they 
should  because  they  are  too 
complicated.  It  says  regula- 
tions for  the  enterprise 
investment  scheme  and  the 
capital  gains  tax  taper 
should  be  revised. 

It  would  also  like  to  see  an 
executive  share  incentive 
scheme  for  small  companies, 
and  a mechanism  to  . allow 
new  companies  to-  offset 
research  and  development 
costs  against,  other . tax 
streams. 

The  CBI  says  the  burden 
of  compliance  and  regulation  - 
on  small  businesses  is  grow- 
ing, and  recommends  the 
government  should  consult 
them  before  implementing 
Anther  legislation. 


By  Mark  Turner  in  Nairobi 

UK  universities  are  pursuing 
a surprising  source  of  for- 
eign students:  east  Africa. 

The  seventh  British  educa- 
tion fair  in  Kenya  has 
attracted  a record  36  UK 
Institutions  with  more  than 
60  delegates,  almost  double 
that  of  the  first  fair  held  In 
1994.  The  fair  opened  yester- 
day and  doses  on  Tuesday. 

With  uncertain  prospects 
in  Asia  and  Latin  America, 
British  universities  are  chas- 
ing an  increasingly  sophisti- 
cated pool  of  middle-class 
Kenyans,  who  feel  let  down 
by  their  national  university 
system  and  can  afford  to 
continue  their  education 
abroad. 

The  number  of  these  Ken- 
yans is  surprisingly  large  - 
for  a country  with  a gross 
national  product  per  head  of 
about  $300  (£183)  and  whose 
economy  is  in  severe  diffi- 
culty. 

Kenya  ranks  fourteenth  In 
the  league  of  non-European 
Union  countries  that  send 
students  to  the  UK. 


It  sent  more  than  2,000  stu- 
dents in  1997-98,  compared 
with  under  1,500  in  1994-95. 
While  felling  behind  Asian 
countries  such  as  South 
Korea  and  Thailand,  Kenya 
has  overtaken  Pakistan  and 
resisted  the  drops  seen  in 
Malaysia  and  Hong  Kong. 

UK  universities  are  also 
attracting  more  distance- 
learning  students,  and  creat- 
ing partnerships  with  local 
researchers.  As  the  pool  of 
alumni  grows,  links  are 
growing  stronger. 

“Kenya  was  small  in  com- 
parison with  the  Far  East, 
but  is  now  significantly 
more  important,"  says  Peter 
Gardner,  from  the  Univer- 
sity or  Brighton. 

Brighton  has  130  Kenyan 
students,  rising  fry  5-10  per 
cgnt  a year.  Although 
growth  in  Kenya  may  be  pla- 
teau! ng,  new  interest  Is 
emerging  from  neighbouring 
Tanzania  andUganda. 

Most  Kenyans  studying  in 
the  UK  are  of  Asian  origin, 
however  the  proportion  of 
African  Kenyans  is  growing. 
Students  tend  to  opt  for  sub- 


jects such  as  medicine,  sci- 
ences and  engineering,  but 
there  Is  increasing  interest 
in  British  art  and  design. 

To  lock  in  students  earlier, 
universities  are  pursuing 
local  twinning  schemes.  The 
Northern  Consortium,  which 
includes  Manchester  and 
Sheffield  universities'  to 
northern  England,  estab- 
lished a one-year  foundation 
at  Braeburn  school  to  Nat'" 
xpbt  In  1994.  Since  than,  ty 
students  a year 
attended  the  school,  and  all 
have  received  unconditional 
offers  from  the  UK. 

Competition  for  -African 
markets  is  growing;  the  US 
continues  to  be  popular,  an?  - 
India  capitalises  on  tradi- 
tional  ties,  Australia,  which ' 
lost  out  severely  from  thd  - 
Asian  crisis,  is  marketing. - 
itself  aggressively,  and  te 
cheaper.  . 

UK  universities ' 
increasingly  critical  of  stow 
British  visa  procedures. 
Delays  sometimes  mean  stu- . 
dents  arrive  three  to  four.  . 
weeks  late,  or  go  to  Austra- 
lia Instead; 
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DIVIDEND  & INTEREST  PAYMENTS 


WEEK  AHEAD 


■ TODAY 

Abbey  National  Treasury 
9.4%  Nts  2000  Ure470,000 

Assoc  British  Foods 
£33.3125 

Bass20.9p 

Ben  Nevis  One  Class  A FRN 
2030  $3370.78 

Do  Class  B FRN  2030 
$3612.196 


BG  7Vfe%  Bds  2044  £7125 
Five  Oaks  Invs  &%%  Deb 
2019  £4.1875 

FK1  3.7p 

ftaly  8%%  Nts  2001  $437.50 
London  Clubs  Inti  2.625p  ■ 
Northern  Foods  6%%  Cv 
Bds  2008  £33.75 

Osaka  Gas  714%  Bds  2007 
$7125 


We  want  your 
business. 


For  more  information  on  classified  business  advertising  in  the  FT 
plc-aso  call: 

Tel:  -14  171  873  3349  Fax:  -44  171  S73  3064 


Pan  $0.16 

Pearson  Staffing  Finance 
10%%  Bds  2002  £537.50 

Safeway  4Ap 
Somfc1.375p 

South' Africa  9%%  Nts  2006 
£93.75 

Sudwestdeutsche 
Landesbank  Cap  Mfcts  5% 
Gtd  Nts  1999  DM50 
Thomas  Potts  D-06p 

■ TOMORROW 

Anchor  Inti  $0,035  - 

Bank  of  Asa  Public  3%% 
Bds  2004  $37.50 

Eksportfinans  6%%  Bds 
2004  SKr687^0 
Hydro-Quebec  11%  Debs 
1999  C$10 

Japan  Finance  614%  Bds 
2006  $30625 
Storehouse  3.7p 
Triad  3p 

■ WEDNESDAY 
FEBRUARY  10 

Abbey  National  Treasury 
CNO-TEC  FRN  2009 
FFr8807.95 

American  Express  $0,225 
BCH  5p 


Conversion  9%%  2001 
£4.875 

Export-Import  Bank  of  Japan 
6%%  Bds  2000  $33750 
.FaupeJ  Trading  0.8p 
GMAC  Jrrt  Finance  7%% 

Nts  2000  £71 25 
Helphire  0.8p 

Higher  Education  Sec  Invs 
Series  A1  FRN  2028  £487.19 

Do  Class  A2  FRN  2028  £546 
Do  Class  A3  FRN  2028 
£569.01  . 

Do  Class  A4  FRN  2028 
£628.19 

Do  Class  B1  FRN  2028 
£669.29 

Do  Class  B2  FRN  2028 

£669.29 

HW  Group  Ip  ' 

Minorco  SA  $0.08 

Nomura  Inti  FRN  2004 
$150.14 

Quadrant  Housing  Finance 
Bds  2018  £247 
Sanderson  2.9p 
Sterling  Inds  3.5p 
Treasury  6%  1999  £3 
United  Drug  IR7.7p  - 
Universal  Salvage  0.1  p 

■ THURSDAY 
FEBRUARY  11 


Bradford  & Bfngfey  BS  FRN 
1999  £177.90 
BTR  4.33p 
For  & Colonial  PEP 
aeeppD),  2.i9p 
Jurys  Hotel  IR4p 
Quadramatic  6p 
Severn  Trent  B 1. 096582 p 

Wffliams  Non-Cum  Cv  B 

0.621 533p 

■ FRIDAY 
FEBRUARY 12 

Berkeley  2.8p 

Daily  Mall  & General  Trust 

18p 

Do  A N/V  18p 
Goode  Durrant  4p 
Harvey  Nichols  2.1  p 

Henderson  American  Cap  & 
Inc  1.8p 

Do  Income  2.4p 
Hozelock  7.9p 
Imperial  Tobacco  15.8p 
Jennings  Bros  5.4p 
Marsh  & McLennan  $0.40 
Mazda  Mtr  FRN  2000 
Y18507 
Prism  Rail  4 ip 
Vodafone  3.1 2p 
Weeks  0.044p 


UK  COMPANIES 

■ TODAY 

COMPANY  MEETINGS: 

Century  inns, 

Davenport  Hotel,  16-18,  The 
Front.  Middleton  One  Row, 
Darlington,  10.30 

BOARD  MEETINGS; 

Interims: 

IAF  Group 

PizzaExpresa 

Roxspur 

■ TOMORROW 
BOARD  MEETINGS: 

Finals: 

Garfmone  British  Inc  & 
Growth 

Henderson  TR  Pacific 
Reuters 

Interims: 

Epic  Group 
Stoves 


■ WEDNESDAY 
FEBRUARY  10 

COMPANY  MEETINGS: 

Carlton  Conrans, 
Armourers1  Hall,  81, 
Coleman  Street,  EC2, 1D.30 


IOC, 

Senator  House,  85,  Queen 
Victoria  Street,  EC4, 10.30 
SEC, 

The  Estree  Moat  House, 
Barnet  By  Pass, 
Borehamwood, 
Hertfordshire,  9.3D 

BOARD  MEETINGS; 

Finals: 

Scottish  American 

Interims: 

BSkyB 

JS8  Software  Tech 


■ THURSDAY 
FEBRUARY  11 

COMPANY  MEETINGS: 
Airtouts, 

The  Midland  Crowne  Plaza. 
Peter  Street,  Manchester, 
11.30 

Legal  & General  Recovery, 
Temple  Court,  11,  Queen 
Victoria  Street,  EC4, 12.00 

BOARD  MEETINGS: 

Finals: 

Britannia  Small  or  Coe 
Inn  Business  Group 
Royal  Dutch 
RPS 


Shall 

Interims: 
Armitage  Bros 


■ FRIDAY 
FEBRUARY  12 

COMPANY  MEETINGS: 

Bumdene  Invs 
22,  Handover  Street, 
Edinburgh.  10.30 

BOARD  MEETINGS: 

Finals: 

Torex 

Company  meetings  are 

annual  genera/  meetings 
unfees  otherwise  stated. 

Please  note:  Reports  and 
accounts  are  not  normally 

available  until  approximately 
six  weeks  after  the  board 
meeting  to  approve  the 
preliminary  results. 

This  fist  is  not  necessarily 
comprehensive  since 
companies  are  no  longer 
obliged  to  notify  the  Stock 
Exchange  of  imminent 
announcements. 


CONFERENCES,  VENUES  AND  COURSES 


CONFERENCES 


RetailWeek  Conference  99 


Bear  from  same  of  the  biggest  nanus  iu  retail  ax  At 
year's  most  important  retail  conference. 
Spoken  fndufe: 

-SfrCrfot&ry  QwpClDrfEttastim,  KjnpMrr 

- Archie  Norm  MP.  Churnou.  Ante  Stoat 

- Ban?  Gltaon,  CEO.  Utdemwdi  Group 
Ho  Mnm.  Dbeonr  of  CkuponlB  Martoofafrltaco 

- Simon  Murdoch.  MD.  Anra»Lca«fc 

-mri  nugr  ivww_ 

. ^ v 

Btwn  errsaa: 

v.  ■!>* . zs&ma 


International  Conference  on 
Financing  the  International  Oil 
Industry  - The  Challenge  of 
Major  Prajects 

The  reduction  in  the  crude  oil 
price  and  financial  uncertainties  in 
Asian  and  other  emerging 
maitote  have  added  new 
dimensions  to  the  challenge  leced 
by  the  oft  Indus&y  and  Its  bankers. 
This  event  will  concentrate  on  the 
Important  beue  ot  Onancina  major 
projects,  fmrtiotarfy  those  in 
areas  of  economic  transition. 

Tat +44(0)1 71 467  7t00.; 

Fax: +44(0)171 2551472 


IP® 


THE  INSTITUTE 
OF  PETROLEUM 

London 


The  12th  Oil  Price  Seminar 
and  Exhibition  on  Crude  OH 
Pricing  in  Deregalatod 
Markets  In  Asia 

This  Seminar  and  associated 
Exhibition  wai  review  the  latest 
fundamental  suppfyMemand 
balances  and  look  at  some  at  die 
effects  of  derogutaflon,  particutariy 
in  Asia,  tt  wffl  then  Jocue  on  the 
changing  way  crude  Is  priced 
east  of  Suez  and  the  latest  pricing 
arrangements  for  cnxie  from 
theFSU. 

TU: +44  (0)171  4677100 
Fax:  +44  (0)171  255 1472 


IPW 


THE  INSTITUTE 
OF  PETROLEUM 


London 


International  Conference  on 
Tire  Caspian  Region:  The 
Major  OR  and  Gas  Play  for  the 
Next  Decade 

This  event  wB  address  the  key 
political,  logistical  economic  arid 
tegol  compiaxittas  central  to  the 
development  of  this  important 
region.  Speakers  Include  Sir 
Malcolm  Rlfldnd  (8HP  Peboteym 
Ltd),  Nk*  Zana  (Chevron). 
Deputy  Midster  of  Fuel  end  ; 
Energy,  VtaSmir  Stenev 
(Russian  Federation)  and 
Steve  Hemp  (Ramco  Energy  pic). 

TVsk +44  (0)171  4077100 

Fax: +44  (0)171  2551472 


IPW 


THE  INSTITUTE 
OF  PETROLEUM 

London 


3rd  Ananal  Orbao  Land 
Institute  - 

International  Real  Estate 
Investment  & Finance 
Conference 

How  vH  the  Euro  and  world 
financial  markets  affect  capital 
flows,  development  and  the  end 
user? 

Find  out  Join  Sam  ZM,  Lord 
Cwta  of  Maiytobcm,  wn  AHa, 
John  Gomez  HaU,  Jan  Doats,  Jan 
da  Kind,  Mfchaf  ParW  and  reaf 
estate  industry  leaders  from  across 
Edrape  and  around  the  world) 
TW144-1  St -748-01 01 
Fax  44-181-741-1199 
E-mafl  teteurapeOulljorg 

La  Cvroanl  tfaLoana,  Parts 


Urban  Land 
Institute 


FEBRUARY  23 
Business  with-tho  New  Italy 

Cftyforom  and  Qw  IraBan  Chamber  of 
ConuDem:  bring  logeiber  an  excepdonal 
panel  indndins  The  Minuter  for 
Foreisn  Trade,  The  Italian  Trearcry. 
halian  industrialists  and  tnafcera,  w 
examine  prospeca  Ear  bnrinciw  with  die 
New  Italy.  Sponsored  by  FreshGekfc, 
Qadcrmnienao,  Cana  tfi  Rispanaio  & 
and  II  Sole  24  Ore. 

Cenacc  Otyfbnim  Lad 
Ta  01225466744 
Fax:  01225  442903 

(Hnrik  1 067012270 OccuipeBKrvcxoej 

LONDON 


Sdlwara  Bnteess  Natnrk 
SputBgM  tn  UK  Software  fedasby 

Featuring  keynote  addraos: 

Rt  Hon.  Stephan  Byers,  Secretary 
of  State  for  Trade  & tnckistiy. 

50+  showcase  presentations  from 
UK*s  hottest  software  companion. 
Sponsored  by.  ■ 

- PricewaterhouseCoopera 
■ Thytoc  Joynson  Gamrtt 

• Wartxxg  Dflten  Reed  • London 
StoA  Exchange 'Dutacher 

• Regent  Assootates  ■ Bderstreet 
Intel  wdfcmal  ■ European  . 
Taehnblofly  Forom  • CSSA*  DTI 

To  register  contact 
Zoi  Hamming, 

Software  Business  Network 
Tab +44 171  395  6717  or 
«ntebzoaJwmming«cssiuxurk 

[SOFTUfiflE* 
ill  " 


A oaten  bos  dpy  Ufk  Ind  ttrdagtt 
great  tar  BnMBdd  tonkas 

. CITY  RECRUITMENT  1)9 

• Soctata  Genarato -The  merger 
mpminoa  at  Soc  Gan 

- JP  Morgan  - HFT8  invalvsmsnt 
wih  change  management 

• ABN  AMRO  - retahbig  etefl  hi  a 
compefthe  environment 
■BrBmieAssBnKioa-HRlBan 
essential  component  of  an. 
organbedons  sftafegy 
•TASAWoridnidaTha 
Conttdifog  Orn^j  - Search  - An 
eaaentw  IngmSent? 

• SHL- Psychometric  Tesfing- A 
Cfty  perspective 

Contact:  QavM  Speed 
Busfosss  Fonans  fntematkinel 
lbfc44inin  801  6944 
Fax:  44(0)181  BB23204 
Eiaafc  bualllseaJoi'uiisftvIginjtal 

C9y  of  Loodofl  Ctuti,  London  EC2 


MARCH  18  & 19 
FT  European  Pensions 

Distinguished  speakers  include: 
Prafesscff  Mario  Menu.  Member  at  the 
European  Commissioa;  Mr  Kecs  van 
Bees.  Managing  Director  Shell  Pereiras 
Fund.  fTmtirram  European  Federation 
of  Retirement  Provision;  Mr  Martin 
Jack.  Director  of  IBM  Retirement 
Funds.  EMEA.  IBM  UK  Ltd;  Mr  Brace 
Gsmer,  Head  of  Pensions.  B?  Amoco 
pic,  and  Ms  Rmh  Goldman.  Head  of 
Pnrioot,  LinUalen  A Alliance. 

Contact:  Joanna  Edwards 
FT  Conferences 
Tel:  (+44)  171 873  3374 
Roc  (+441 171  873  3067 
Email:  jonraiLedwaiils0FT.com 

BRUSSELS 


InteniatiaBal  Hotel  famstmant 
Forim.  A Foam  oa  Europe 

A poeartvl  and  1hou0tO-provcitog 
conference  on  tocta/s  comptax 
and  tapftfly  changing  European 
|hoW  mariOBte  wH  provide  a fimely 
foam  to  address  tssum  important 
to  the  European  and  International 
hetef  Investment  communfly. 
Conference  Chafonan  - Sir  ten 
Prosser,  Chief  Executive  of  Bass 
PLG  • 

Contact  Tins  Peareon, 
Advanstar  ComnnxdcaHons  - 
Tbt  01244378888 
Fnc 01244370011  . . 


Confinentel 
i,  Germany 


Hotel  li 


MARCH  19 

Trading  & Settling  Securities 
In  Euro 

The  confoeoce  will  focus  on  strategic 
planning  in  the  securities  trading  ft 
settlement  environment  /bHowing  the 
arrival  of  the  Eero.  Organisations 
lqattentrd  Oa  the  programme  include: 
Citibank;  European  Central  Bank; 
ISMA;  Euroclear.  SICOVAM  SA; 
CRESTCo;  HSBC  Investment  Bank; 
Deoocbe  Bone. 

Cootset:  Bm>  Zone  Coofennces 
1U: +44 171 793  0100 
ftxr+44 1717930400=  •'  ” 

Ensrih  anwaxGbaaaaO-catn 
LONDON 

MARCH  30  & 31 
Central  & Eastern  European 
Power  industry  Forum 
High-lewd  forum  for  ministry  officials, 
■tilitics.  advisors,  investors  analyzes 
get  and  dectrichy  sector  co-opendan. 
project  financing,  privatisation. 


Second  Cambridge  Enterprise 
Conference 

CHALLENGES  OF  GROWTH 

Aimed  at  innovative  young 
businesses  with  ambitious  to 
grow.  Brings  together 
entrepreneurs,  financiers, 
academics,  professional 
advisers  and  policy  makers  to 
advance  understanding  of 
entrepreneurial  business, 
promote  best  practice  and 
offer  practical  guidelines 
towards  Improving 
performance. 

Contact:  Miranda  Bishop 
T«fc  01223  420252 
Fax:  01223  420844 
amafi:  wjhanfotOs^ohnsxoodc 


Cambridge,  England 


BKSOFTWBE 

I«sa 


Hotel  jBtopCmtifaanw.  London 


MARCH  11 

FT  UK  Stakeholder  Pendons 
Conference 

Speakers  Include:  The  JU  Hon  Frank 
Rdd.  MP;  Mr  Chris  Evans.  Depatmera 
of  Social  Security;  Mrs  Caroline 
Instance.  Occupational  Pensions  and 
Regulatory  Authority;  Mr  Andrew 
Young,  Government  Actuaries 
Department;  Mr  Richard  Stroud.  The 
PcnsKns  Trust;  Mr  Nkk  Page.  Hunan 
Resources  Diiectorale,  CB1  and  Mr 
Robert  Nandi.  BBC. 

Contact:  Joanna  Edwanls 
FT  Conferences 
Tot  (+44)  171  873  3374 
Fax:  (+44)  171 873  3067 
EmaKjoonnajedwmtis^FEcini 

LONDON 


"Energy  Regulation  and  Energy  Trade" 

Pre-Conference  Seminar  March  29. 

Varne:  Sheraton  Hotel 

Caauct  PatnWdl  Jtob5shia£  UK  C&E 

Ttt  44  1708342222 

Fax:  44 1708  379344 

onmfc  penBwenScomposervucom 

Warsaw,  POLAND 

MARCH  30- APRIL  1 
DVD  Summit  2 

Pan-Enropean  conference  on  the 
nHiaivM  nd  pabtistring 
oppraiuuioea  far  DVD  coraew  providers. 
Bdd  m DubGn  Caale,  Inland.  Spcakera 
indode  Alan  Bell,  IBM;  Emkd  Peirooe, 
DVD  Video  Group;  Frank  Pauli,  Philips; 
Richard  Miller,  VM  Labs;  and  Mark 
Wddrcp,  AJX. 

Ihk  +3S3  1 £671711 
Fax;  4353  16671713 
web  site  wwwhtfominiitcran 

mmailr  iufiiftititiimiiuiiil  nan 

PobflnCasde.  IRELAND 


APRIL  22  & 23 

FT  World  Pharmaceuticals 

The  pb»,riiWTii*j”lc  industry  now  laces 
unprecedented  d«flcng=S  m we  aver  the 
rniHeninm  Thw  FT  uitoum  will  TrCed 
on  the  mdnstry's  successes  rod  invesrifare 
the  new  challenges  being  set  by  iu 
commas  and  speostw.  considering  bow 
h will  need  » shape  iudf  far  the  first 
decade  af  the  21st  Camay 
Comaa:  Joanna  Edwards 
TO:  0171  873  3374 
Fax:  0171  873  3067 
Emajhjoaaaaxidwwrhteltcom 
wwwiBcoaTerencesxom 

LONDON 

APRIL  29 

Japanese  FlnanOM  Haricots 

Can  the  Japanese  economy  survive 
financial  resuuctnriog?  Thin  one-day 
seminar  will  examine  the  current 
position  of  the  Japanese  economy, 
coveting  issues  from  corporate 
governance,  siw  FM|ifw  and  labour 
market  policy  to  structural  reform  and 
ibc  real  outlook  for  Ihc  futint 
Cootex  Joanna  Edwards 
FT  Conferences 
TO  (+441 171  873  3374 
Fax:  (+44)171  873  3067 
Email:  JotmnandwniitenVeom 

LONDON 


Conferences, 
Venues 
& Courses 


MARCH3&4 

FT  Now  Media  Conference 

hi  dte  atexmadr  of  die  launch  of  digbal 
television  In  the  UK.  the  FUwndal 
Times  New  Media  conference  will 
i die  sate  of  ptey  in  ti»  tfigiial 


MARCH  11 -12 
Ftafinlng  your  strategy  for 
the  Euro 

Senior-level  snimnit  chained  by  Sir 
Peru  Middleton.  Group  Deputy 
ftwiiwMw  and  Group  Chief  Bxocntno, 
Barclays  Bank  pic.  Dr  Wim 
Dnsenberg.  President,  Bnropenn 
Central  Bank  wiH  defiver  the  keynote 
speech  m this  exriarivc  cveaL 
Oontacc  SUa  Davies. 

Tim  EconfiadiS  Ooufaeaces 
TO  44  (0)171  830  1047 
Fax:  44  (0)171 931  am. 

Hold  ifelegde.  ROME 


Conferences, 
Venues 
& Courses 


Mr  ll&  West.  Sky  Eaundbmtm;  Mr 
Tbay  Dbley;  Tdewea  Coamtameatiatti 
rdc  Mr  Adm  SingK,  Ptexhcfa  fle;  Mr 
David  Docberry.BBC  rod  Mr  Steuben 
Grabtser,  Otx&gnri. 

Cwaacc  Carbctiuc  MacSwccncy 
FT  ConfetraKCS 
Hi:  (+44)  171  873  3 
ta!  (+44)  171  873  3067  , 

catberintraacsweeacy  0PT.oMn 

LONDON 

MARCH 5 

8th  Coal 

UK/MC1S  Seminar  - 
**Le»rntog  to  Play  by  flw 
New  Rules” 

A ora;  day  senatetf  facotdag  on  UK  coal 
mi  ebmkay  markets  to  2004. 
FmmgisWtiMoooraet:  . 

TO +44  1730265095 
Fnc  +44 1730  280044  . 

Bmukiefbaored-inkMin 

LONDON 


Eoargy:  Solving  the  Policy 

Jigsaw” 

Ifr  John  BaUa  MP,  UUstsr  of 
Sms  tor  Science,  Energy  & 
Industry,  wfl!  join  a group  of 
prestitfous  apoakflffi  lettering 

Ifto  dfoxdton  and  iti^or  thanes  for 
future  energy  poBcy  in  the  UK. 

For  a eonferanco  brochure 
plaasa  correct  hlailB  Adams  at 

Tb*  Institute  of  Enargy 
on  tal: +44 171 5800008 
fox? +44171  5804420 
ortnmikfntoWfofluorgaik 


mm 

the  iRstlxute  of 

* * 

energy 

CBt,  London 


VENUES 


A new  prestigious  dry  venue  warn  *e 
Pmandal  Times  Head  Office.  Ideally 
suited  for  seminars,  press  launches, 
corporate  (unctions  and  cockl nil 
receptions.  Sophaticamd  audio  visual 
etpapmenr  sninblc  for  an  retyrirmnsg. 
Srqjfxrnjvc  and  profeaskna]  staff  on 
hand  lo  roan  yea 

For  ftnthte1  derails  please  contact: 
Jay  Ante 

TO +44  (ft) 171 873  3486 

Fax: +44(6)171 873  3067 
Emalt  JaynmSn®  FTewn 


IFF 

HMMtiMal  teediy  at  rtacne* 


IFPs  tteteof  Bio  art  trattig  eerrire 
locsted  In  6io  hnart  of  iho  Cky  of 
London  h Queon Victoria  Swet  to 
flw  ktealvwiuo  for  company 


O Accommodates  10-78  people 
O FliflyAV  equipped 
O First  dass  catering 

O Fufi  support  off  FFs  training 
centre  team 
I O Competitive  prices 


COURSES 


FEBRUARY  22-24 

bfreMi  - partrwra  to  thmndol  towtetefor 

Introduction  to  Capital 

Markets 

• BackgttimdlDevelnpineat:  Domestic/ 
Intenuaional  MadoBB.  Dbltawuieftirioo. 
SecnrmnDon.  ParticqwnB,  Regufarioos 

• Beads:  Yicfck,  Risk/Remud.  Ratings. 
nxed/Ftoadng  • Currency  rod  Interest 
Risk  on  Capita]  Market  Instrumenu 

• Equities  and  Hybrids.  Slock  Exchange 
Unhand  Dating. 

3 Days 

rtniM-  Birefain  Training  & Consulting 
1-6  Lombard  St,  EC3V  9AA,  Loudon 
TO  0171 SQ9  6633  Fax:  0171  929  6644 
Email:  badimObhctmiaxn 

LONDON 


MARCH 1-3 

hkcMn-/MrtnsratednaiKMlrio«lstiBV 
Evaluating  Banks 
• Banking  Supervision  sad  Regulation 
> Financial  Infoonation  * Key  Ratios 
and  Capital  Adequacy  * Political, 
Economic.  Social  and  Technological 
Risks  • Coentry  Risk  Exposure  Analysis 
- Emerging  Markets  • The  Role  of 
Crecfii  Raring  Agendo. 

3 Days 

Contact:  Birefain  ihtinrts  ft  Coosohing 
1-6  Lombard  St  EC3V  9AA,  London 
TO  0171 929  6633  Fkx:  0171  K»  6644 

LONDON 


FEBRUARY  25 -26 
hWifo-pwfoaratefliwietatiMwtatei 
Effective  Customer 
Communications 
- What  infincnces  our  Behaviour 
■ Body  l anpiagu  ■ Inter-persooal  SHlls, 
Assertiveness,  Strengths  and 
Wtaknessea  «Two  way  Commimication 
* Information  gathering  and  Product 
Knowledge  - Needs  Idmiifir.stitin. 

2 Days 

Crinaec  Birefain  Training  ft  Consulting 
1-6  Lombard  Si,  EC3V9AA,  London 
TO  0171 929  6633  Fax;  0171  929  6644 
Email;  hiflthWilu'lt.iiJUJii 

LONDON 


Conferences, 
Venues 
& Courses 


MARCH  3-5 

MeMv  - partmra  In  Oroidaf  knostiadps 
Essentials  of  Corporate 
Hnance 

- Corporate  Objectives  • Finance 
CmtptuMt'  Debt  v Equity  - M&A  and 
Valuation  Issues  * Time  Value  of 
Money/DCF  Techniques  ■ Cost  of 
Capital  - Dividend  Potkies  - EPS 
3 Day* 

Cramer.  Biichin  T&aming  ft  Consulting 
1-6  Loatbud  St,  EC3V9AA,  London 
TO  0171 929  6633  he  0171 929  6644 

Pmaih  Mn-hinflihiii4m  mm 

LONDON 

APRIL19- JUNE7 

FT  City  Course 

Tbe  FT-Cfty  Course;  which  lakes  place 

over  S weekly  afternoon  sessions, 

provides  an  cxcefiem  IrnrodBcooci  to  the 

Oiy  of  London  as  a m^jor  fiBancud  and 

natfiqs  conitv 

Contact:  Joama  BdatMds 

FT  Conferences 
TO  (+44)  171  873  3374  • 

Rut:  1+44)  171  873  3067 

LONDON 


Expansion 

Energy  Market  Forecast  in 
Spain,  Portugal,  Latin 
America  and  Philippines 


The  Electrical  Market  in  Spain  and  Portugal 

UrOxorfan/id  Mr  Antaalo  Goal* 

Be  Chakniro  - Repsol  Director  General  of  Energy  (Spain) 
MrJMonfobmtereo  Mr  Antnoto  Thddn 

Partner  - Denton  Hal  CEO.  Mdrocrotfibrieo  (5p*») 

MrCruz  Morais  Mr  JeM  hfarfro  total 

Prekfent  - BeCtriddade  de  Portugal  General  Director  of  RB4R  (SpWn) 

Mr  Mkp/d  Angd  Femdnila  Orddflez 
Chakmarv  OISE 

The  Gm  Sector  in  Spain  and  Portugal 

Mr  AntonfoMexte 
Oirirman,  Tteragai 
Mr  Vktoiiano  Otktoto 
Vice  Chafonro,  UnKn  Fonoxa 
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LANGUAGE  COURSES 


FAST,  EFFECTIVE,  AFFORDABLE 

Would  speaking  your 
Customer  s language 
have  made  the 
difference  ? 


Did  your  last  meeting  overseas  go  as  well  as  you  had 
hoped?  No?  Why  not?  Did  youtoseouttoaoorrqx^tor 
who  did  speak  the  language  of  the  customer  ? 
Don't  let  It  happen  again  - 

Call  BERLITZ  for  details  of 'Doing  Business  in' 
French/German/Spantsh  NOW  on 

Of  71  - 915  0909 
0121  - 643  4334 
0161  - 228  3607 
0131  - 226  7198 


Helping  the  World  Communicate. 


Residential 

Immersion 


Thesbnrt-ixii  to 
langaa^acqui^tioa 


The  Euro  is  here  but  not  the  Eim>4apyrage^^J^'rM^ 
Master  English,  Flench,  German,  Spanish,  Italian  or 
Russian  at  one  of  our  centres  abroad-orin  the  UK 
and  gain  an  edge  over  your  competitors^-  *• 

► intensive,  one-to-one 

► Tailor-made  curriculum 

► Qualrfied,  experienced  teachers 

► Private  accommodation 

► Meals  and  refreshments 

► Cultural  input  RICHARD  LEWIS 

V Airport  pick-up  etc.  <oh»81icatibis 

► other  languages  also  available 

■na.  +44  1962  771111 
eax +44  1962  771050 
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Far  more  Information,  please 
contact  our  head  office: 
Fffveradown  House,  Wamford, 
Hampshire  $032  3LR,  UJC. 


To  advertise  contact  Jade  Sanderson  on  +44  171  873  3507  or  Fax  +44  171  873  3765 
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INS  IDE  f?  TRACK 


PROFILE  WARREN  LIEBERFARB,  PRESIDENTOF  WARNER  HOME  V1DE0_  

Disc  world  crusader 


\ 


^ It’s  the  success  the  industry  has  been  looking  for.  But  a long  fight  was 
' needed  to  trigger  the  DVD  explosion,  writes  Christopher  Parkes 


There  was  no  mistaking 
_ the  tear  in  Warren  Lieber- 


farb’s  eye  in  a Las  Vegas 
ballroom  last  month.  Strong  men 
‘ don’t  blub,  but  thin  was  a poi- 
, gnant  moment,  the  passing  of  a 
milestone  for  the  president  of 
f‘  Warner  Home  Video,  the  Time 
. Warner  subsidiary. 

What  moved  Mr  Ueberfarb  was 

* the  coming  of  age  of  his  foster- 
, child:  the  digital  video  disc 

player.  Over  the  holidays,  the 
| DVD  had  been  the  US  family  gift 
. of  choice. 

It  was  the  fastest-moving  home 
electronics  introduction  on 
i record,  and  the  mass-market  suc- 
' cess  the  industry  had  been 
a looking  for  since  the  compact 
'■  disc  player.  Big  box  retailers, 

■ hardware  makers  and  film  execu- 
tives poured  praise  on  “their” 
achievement  at  the  celebratory 

‘ event  in  Las  Vegas.  Even  Bill 

■ Gates  sent  a Microsoft  evangelist 
1 to  join  the  chorus. 

Mr  Lieberfarb  was  last  to 
- speak.  His  company's  sales  of 

• films  on  disc  had  ballooned  to 
5240m  at  wholesale  prices  in  1998, 
he  said.  Eight  million  discs  were 
stacked  next  to  almost  1.4m  play- 

■ era  in  US  homes. 

His  delivery  and  demeanour 
belied  the  role  he  had  played  as  a 
bellwether  on  the  rocky  path  to 
convergence  between  the  tradi- 
tional world  of  entertainment 
and  the  digital  era. 

As  the  sales  drive  starts  in 
Europe,  Mr  Lieberfarb  took  a 
pause  in  his  office  in  Burbank. 
California,  to  review  his  role  as 
the  “champion”  of  DVD. 

Without  his  commitment  and 
sharp  elbows,  the  market  would 
probably  still  be  waiting  for  the 
DVD  explosion.  At  best,  digitally 
recorded  films  would  be  available 
in  a muddle  of  incompatible  for- 
mats. 

Mr  Lieberfarb 's  “odyssey” 
started  in  1968,  when  he  first 
aired  his  thoughts  on  the  film 
business  in  a paper -to  his  boss, 
the  president  of  Paramount  Pic- 
tures. 

The  trouble  with  film  lay  not 
with  the  product,  but  the  way  it 
was  distributed,  he  said. 
Although  video  technology  was 
still  In  its  infancy,  he  thought 


films  should  be  collected  like 
books. 

The  concept  had  to  wait  until 

the  mid-1980s  and  the  introduc- 
tion of  the  video  cassette 
recorder,  which  some  thought 
answered  the  distribution  ques- 
tion. 

By  then  Mr  Lieberfarb  was  run- 
ning Warner  Home  Video,  and 
while  making  the  most  of  the  cas- 
sette rental  market,  he  was  not 
convinced  tape  provided  the 
answer  he  wanted.  Many  have 
since  subscribed  to  his  view.  Mr 
Lieberfarb  believes  that  the  pro- 
liferation of  TV  channels  which 
started  with  cable  in  the  1970s 
and  has  lately  been  expanded  by 
satellites  delivering  200-plus 
channels,  digital  cable  and  digital 


He  never  felt 
threatened  by  the 
setbacks,  which  was 
unusual  in 
Hollywood 


broadcasting  services,  bodes  ill 
for  the  future  of  the  video  rental 
business. 

While  tending  Warner's  home 
video  interests  through  the  sub- 
sequent VHS  boom,  he  dusted  off 
and  refined  his  original  concept. 
Films  should  be  collectable  - like 
paperback  books  to  be  bought, 
kept,  “read”  at  whim  by  anyone 
in  the  household,  independent  of 
programmers,  without  the  incon- 
venience of  going  out  to  the 
store,  and  cheap  enough  to  count 
as  impulse  purchases. 

Video  cassettes,  though  rela- 
tively complicated  and  time- 
consuming  to  reproduce  and 
assemble,  offered  one  possible 
way  forward,  and  it  was  Warner, 
in  company  with  Paramount, 
which  pioneered  home  videos  for 
sale  in  1985,  at  $3955  apiece. 

But  Mr  Lieberfarb  was  already 
looking  further  ahead.  “Price  was 
central,  and  I discovered  that  in 
very  high  volumes  the  laser 
video  disc  could  be  a lot  cheaper 
than  VHS. 


“I  tried  to  convince  the  Japa- 
nese to  make  a combination  laser 
video/CD  audio  player,  but  Pio- 
neer was  the  only  one  inter- 
ested." he  says. 

Sony  and  Matsushita  balked  at 
paying  Philips  and  MCA  (now 
Universal)  the  licence  fees  for 
their  patented  laser  technology. 
In  any  case,  Sony  was  focused  on 
its  8mm  video  tapes.  Matsushita 
was  doing  well  with  VHS.  and 
there  was  little  support  at  home. 
Most  of  Hollywood  was  “ambiva- 
lent at  best”  about  the  laser  disc, 
Mr  Lieberfarb  says. 

The  tangle  of  conflicting  inter- 
ests among  consumer  electronics 
makers,  the  lack  of  interest  in 
the  film  world,  and  sheer  raw, 
rivalry  was  to  become  familiar  to 
Warner  - and  the  rest  of  the 
world  - as  the  troubled  latter 
days  of  the  evolution  of  DVD 
systems  were  played  out  in  the 
business  press. 

Mr  Lieberfarb  says  he  never 
felt  threatened  by  the  setbacks, 
although  this  was  unusual  in 
Hollywood,  “where  how  you  per- 
form every  week  is  the  determi- 
nant of  your  survival”. 

He  believes  he  survived 
because  he  had  supportive  man- 
agers and  a consistent  track 
record  of  bis  own.  “1  don’t  think 
you  can  do  it  unless  your  CEO  is 
a co-champion,"  he  says.  And 
since  Warner  Home  Video  consis- 
tently met  or  exceeded  its  targets 
on  Mr  Liebertarb’s  watch,  his 
credibility  was  intact. 

The  closing  chapter  of  the  DVD 
saga  started  quietly  and  depress- 
ingly  when  Warner  Bros  and 
Philips  joined  forces  in  1990  to 
try  to  compress  film  and  audio  on 
to  a CDsized  disc.  A year  later, 
he  recalls,  the  picture  quality 
was  still  inferior  to  conventional 
videotape. 

Luck  took  a hand  in  early  1992 
at  a Time  Warner  meeting  with 
Toshiba  (one  of  the  group's 
minority  partners  in  its  cable  and 
entertainment  arm),  when  he  dis- 
covered the  Japanese  had  made 
much  better  progress  with  digital 
compression. 

With  Toshiba  on  side,  the  pro- 
cess and  the  flow  of  troubles 
gained  pace.  Less  than  a year 
later,  putative  partner  Philips 


changed  sides  and  joined  Sony. 
Then  Matsushita  tried  to  defect 
from  the  Warner  camp  In  a crisis 
deflected  only  by  harsh  warnings 
from  the  highest  level  in  Time 
Warner,  the  world's  leading 
media  and  entertainment  group. 

The  grateful  champion  cannot 
bring  himself  to  repeat  the  gory 
' details,  hut  he  enjoys  remember- 
ing the  moment  when  Matsushita 
rejoined  his  crusade  with  mis- 
sionary zeal  and  set  out  to  dem- 
onstrate the  inferiority  of  the 
Sony /Philips  system  to  the  stu- 
dios. 

Yet  the  troubles  were  still  for 
from  over.  In  the  middle  of  the 
technical  tussles,  Mr  Lieberfarb 
had  assembled  officials  from  the 
main  Hollywood  studios  into  a 
committee.  It  had  agreed  a wish- 
list  of  what  they  wanted  from 
DVD:  pin-sharp  pictures,  hi-fi 
sound,  protection  from  piracy.  It 
was  commonly  understood  that 
Mr  Lieberfarb’s  baby  was  the  one 
they  would  adopt  and  that  sup- 
plies of  software  for  the  prospec- 
tive players  were  guaranteed. 

But  appearances  deceived.  “1 
am  not  sure  this  committee  was 
visible  to  the  highest  manage- 
ment of  its  members'  employers.” 
he  says,  recalling  the  time  In  late 
1995  when  Walt  Disney,  20th  Cen- 
tury Fox  and  Paramount  held 
hack  as  fin*  final  were 

being  drawn  together. 

By  then,  however,  DVD  was  a 
full-blown  corporate  priority  for 
Time  Warner,  and  Mr  Lieber- 
farb's  supportive  superiors 
sprang  to  his  aid.  The  laggards 
were  told  they  should  review 
their  position  if  they  “wanted  to 
effect  certain  transactions  with 
Time  Warner”,  and  the  deal  was 
done  at  last  the  world's  leading 
electronics  and  entertainment 
companies  had  agreed  against 
the  odds  on  a single-format  sys- 
tem for  viewing  film's  on  televi- 
sion or  the  computer. 

A “soft”  launch  In  1997  led  to 
the  hard  sell  in  1998.  This  year, 
player  sales  are  predicted  to  rise 
by  60  per  cent 

But  Mr  Lieberfarb  has  one 
more  stage  to  go:  to  squeeze  disc 
prices  down  to  the  “impulse  buy” 
level  Now,  as  when  he  started, 
he  does  not  know  how  he  win 
achieve  this,  but  he  knows  he 
will  get  what  he  wants  in  the 
end. 
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The  Essential  Guide  to  Warren  Lieberfarb 


Letters  after  hts  name:  BS 
Ecofl,  University  of  Pennsylvania; 
MBA,  Michigan;  member  of  the  . 
Academy  of  Motion  Pictures.  Arts 
and  Sciences. 

Most  embarrassing  interlude: 
this  was  in  1968  when  he  had  to 
tel  his  pals  from  Michigan  he 
had  accepted  a job  as  executive 
assistant  to  the  president  of 
Paramount  Pictures,  then  part  of 
die  Guff  & Western 

conglomerate. 

"In  those  days  you  didn’t  get 


an  MBA  to  go  to  work  in 
entertainment” 

Most  memorable  meal:  1990 
Thanksgiving  dinner  in  the 
Europa  Hotel,  Amsterdam,  when 
Jan  Tim  mar,  then  head  of  Philips, 
agreed  to  collaborate  with 
Warner  in  attempts  to  squeeze 
70  minutes  of  film  and 
soundtrack  on  to  a CD-sized 
disc,  ft  didn't  work,  but  assured 
him  he  was  not  alone.  "It  was  the 
first  door  to  be  opened  to  us  by 
a technology  partner.” 


On  being  a champion:  "It’s  not 
about  being  a cheerleader.  I . 
architected  this  thing  going  back 
to  the  1980s.” 

There  when  needed  most:  his 
bosses,  8ob  Daly  and  Terry 
Seme!,  co-heads  of  Warner  Bros, 
with  support  from  Ted  Turner, 
Time  Warner  vice-chairman,  who 
championed  24-hour  TV  news 
when  he  founded  CNN,  and  who 
knows  how  it  feels  when 
everyone  else  thinks  your  ideas 
are  duds. 
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Employment 

reform  will  affect  yo 

Find  out  how 

Radical  new  changes  in  employment  legislation 
are  in  the  pipeline,  with  major  impScations  for  working  *g||§f|l 
practices  throughout  the  UK.  You  cant  afford  to  be 
unaware  of  the  new  legislation  and  risk  felferg  foul  of 
the  law.  Now  is  the  time  to  prepare. 

With  the  aid  of  a new  report,  you  can  get  to  grips 
with  these  developments  and  the  Impact  they  win 
have  on  your  business.  Assessing  the 
Organisational  Impact  of  Employment 
Law  Change  clearly  sets  out  what  each  directive 
or  bill  entails,  who  it  appBes  to.  when  H;  is  due  to  come  WtS% 

into  effect,  and  the  issues  it  raises.  Includes  action  -'Kill 
Usts  and  checklists  for  strategy.  gJjM 

Topics  include: 

The  Parental  Leave  Directive  The  Minimum  Wage  Bill 
7he  Working  71me  Directive  Disability  Rights 
The  Part-Time  Directive  The  Data  Protection  BM 
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LUCY  KELLAWAY 


A laudable  aversion  to 
climbing  the  greasy  pole 


It's  Leadership  Week.  But  do  we  really  need  ft?  All  the  talk  about 
what  makes  a good  leader  seems  to  be  getting  us  nowhere 
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It  Is  Leadership  Week,  as 
decreed  by  the  Industrial 
Society.  Starting  today  we 
are  all  meant  to  engage  in  a 
“controversial,  incisive, 
lively  and  forwards  thinking” 
debate  on  how  leaders  are 
created. 

It  beats  me  why  we  need  a 
special  week  for  thinking 
about  leadership.  Don’t  we 
have  more  than  enough 
opportunities  to  rehearse  the 
arguments  as  it  is?  A better 
idea  would  be  to  organise  a 
week  in  which  all  discussion 
of  leadership  was  outlawed, 
in  which  we  refrained  both 
from  hero  worshipping 
leaders  and  from  gunning 
them  down  should  they  say 
something  rash  about  the 
disabled. 

As  it  is,  barely  a week  goes 
by  without  a new  treatise  on 
leadership  igmting  on  my 
desk.  Among  the  latest 
arrivals:  Results  Based 
Leadership.  The  Absolutes  of 
Leadership.  The  Book  of 
Leadership  Wisdom. 
Leadership  and  Performance 
in  the  Boardroom. 

And  yet  for  all  the  ink 


spilled  on  the  subject  we  do 
not  seem  much  closer  to 
understanding  what  makes 
good  leaders.  The  answer,  of 
course,  is  that  it  is  a futile 
search.  It  all  depends  on  the 
person  and  the  organisation. 

Part  of  the  Industrial 
Society's  purpose  in  setting 
up  this  week  is  to  prove  that 
leaders  are  made  rather  than 
boro.  Presumably  it  wants  to 
establish  this  point  In  order 
to  convince  us  all  to  go  to 
more  seminars  and  buy 
more  books  on  the  subject 
But  the  big  bosses  are 
going  to  take  some 
convincing.  If  you  ask  your 
typical  Footsie  chief  exec 
what  makes  a good  leader  he 
will  tell  you  smugly  that  it  is 
something  that  either  you 
have  or  you  haven’t 
Like  most  nature/nurture 
debates  the  answer  to  this, 
one  is  both  If  yon  are  a 
sweet  tentative  sort  of 
person  no  amount  of 
training1  is  going  to  Tnafep 

you  into  Arnold  Weinstock. 
Equally  there  is  no  leader  so 
great  that  he  cannot  benefit 
from  a helpful  hint  every 
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MANAGEMENT 


nOW  and  again 
A more  productive  and 
original  way  to  look  at 
leaders  is  as  people  who 
have  something  wrong  with 
them.  This  idea  was  recently 
suggested  to  me  not  by  an 
embittered  middle  manager 
who  hates  his  boss,  but  by 
Gerry  Robinson  of  Granada, 
who  presumably  knows  a 
thing  or  two  about  people 
who  have  made  it.  According 
to  him,  if  you- are  a 
well-rounded  person  you  do 
not  want  to  climhthe  greasy 
pole.  You  recognise  that  It  is 
dangerous  and  thoroughly 
undesirable,  and  sensibly 
decide  to  keep  your  hands 
clean  instead. 


One  of  the  great  boasts  of 
the  modem  “creative" 
company  is  about  having  a 
culture  in  which  mistakes 
are  not  only  tolerated,  but 
actively  encouraged.  In  these 
organisations  screwing  up,  it 
seems,  is  a grand 
achievement,  a badge  of  . 
honour,  a cause  for 
celebration. 

It  was  nice  to  see  this  silly, 
trendy  view  being  put  in  its 
place  last  week  by  Malcolm 
Williamson,  ex-head  of 
Standard  Chartered,  who 
now  runs  Visa  International 
in  the  US.  Speaking  against 
his  peers  at  Davos,  the 
back-slapping  leaders’  test, 
he  said:  “People  in  banking 
make  the  same  mistakes 
over  and  over.  They  lend  to 
countries,  to  hedge  funds  on 
commercial  property.  My 
attitude  is  if  people  make 
that  kind  of  mistake,  you 
shoot  them.” 

It  is  not  only  in  banking 
that  we  make  the  same 
errors  again  and  again,  it  is 
in  everything.  Surely  what 
companies  need  is  a culture 
where  people  are  sufficiently 
rewarded  for  getting  it  right  : 
and  blamed  for  getting  it 
wrong. 

As  for  as  mistakes  go,  the  , 


sanction  should  depend  on 
the  size  of  the  slip  up.  A 
small  mistake  deserves  a 
small  bit  of  blame;  a really 
big  one  calls  for  the  high 
jump.  Obvious,  really. 


The  most  useless  gadget  yet 
for  tha  smart  manager:  a 
jewelled  business  card  case. 

1 have  been  sent  a picture  of 
one,  complete  with  a survey 
about  how  much  your 
business  card  says  about 
you.  Apparently  if  you 
present  a business  card  with 
a coffee  stain  on  it  your 
career  is  as  good  as  aver;  if 
you  whip  your  card  out  of  a 
natty  case  your  career  is  just 
beginning. 

That  is,  of  course, 
nonsense;  but  it  doesn't 
mean  your  business  card  is 
unimportant.  Only  one  rule 
counts:  less  is  more.  Yet 
companies  are  increasingly 
disregarding  thin  rule  and 
attempting  to  crowd  more 
and  more  on  to  the  card.  I 
saw  a card  the  other  day 
with  the  company's  mission 
statement  printed  on  the 
reverse  side:  “xxx  amazes  its 
customers  with  innovative, 
natural  key.  high-value 
ingredients  used  to  create 
major  competitive  advantage 
for  customers . . . generating ' 
high  returns  for  all" 

Worse  is  the  trend  for 
putting  fax,  phone,  mobile, 
pager,  home  phone  and 
e-mail  on  the  card.  A coffee 
stain  may  make  you  look  - 
unprofessional  But  that  : 
makes  you  look  desperate. 

lucy.keUcttaayQFT.com 
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Security  advice  goes  online 


A new  guide  to  the  world’s  trouble  spots  is 
business  executives,  writes  Amon  Cohen 

The  murder  last  week  . In  Indonesia,  for  example, 

of  Kwon  Yong-koo,  the  economic  crisis  has  pat 
* * 3 Daewoo’s  country  millions  below  the  breadline, 
manager  in  South  Africa,  leading  to  a targeting  of  out- 
was  a grim  reminder  of  the  aiders  simply  because  they 
perils  of  representing  one’s  are  assumed  to  be  richer.  In 
company  abroad.  countries  such  as  Pakistan 

Crime  is  growing  both  in  and  Yemen,  however,  crimi- 
volume  and  the  level  of  vio-  nal  and  religious  groups  - 
fence,  especially  In  develop-  often  espousing  anti-western 
mg  countries,  according  to  rhetoric  * are  sometimes  de- 
control Risks  Group,  the  ficult  to  tell  apart 
business  risks  consultancy.  In  other  trouble  spots, 
It  has  just  published  its  lat-  such  as  South  Africa  and 
est  co untry-by- country  Russia,  tbe  security  situa- 
assessment  of  political  and  tion  is  expected  to  deterio- 
security  risks  to  overseas  rate  further  this  year.  In  Mr 
investors.*  Stone's  view,  tbe  weakening 

- With"  an  increasing  num-  of  state  control  after  the  dis- 
ber  of  business  executives  mantling  of  apartheid  and 
able  to  access  tbe  internet.  Communism  allowed  crime 
CRG  has  also  launched  City  rates  to  rise  and  created 
Briefs,  an  online  safety  inf  or-  frustrated  expectations  of 
mation  guide  for  business  material  improvement 
travellers  to  200  tides.  Com-  among  tbe  population, 
panies  can  distribute  the  The  City  Briefe  feature  a 
briefs  to  employees  on  their  mixture  of  security  advice  as 
intranets.  well  as  the  more  usual 

“There  is  an  increasing  recommendations  an  areas 
threat  of  crime,"  says  Martin  such  as  transport,  hotels  and 
Stone,  head  of  research  for  restaurants. 

CRG.  “Many  countries  are  Each  city  is  given  a safety 
experiencing  worsening  grading  from  2 (nearly 
social  and  economic  prob-  crime-free,  such  as  Sin  ga- 
lenas, and  foreign  travellers  pore  or  Dubai)  to  7 (total 
are  regarded  as  very  easy  - breakdown  of  law  and  order, 
and  lucrative  - pickings."  such  as  Freetown  in  Sierre 


now  available  for 


Leone).  None  of  the  cities  in 
City  Briefs  Is  ranked  7,  but 
14  are  awarded  grade  6 sta- 
tus: Algiers,  Bogota,  Brazza- 
ville. Cabinda  (Angola),  Gua- 
temala City,  Johannesburg, 
Kabul,  Karachi,  Kinshasa, 


‘Many  countries 
are  experiencing 
worsening  social 
and  economic 
problems1 


Lae  (Papua  New  Guinea), 
Lagos.  Medellin,  Port  Har- 
court  (Nigeria)  and  Port 
Moresby  (Papua  New 
Guinea). 

CRG’s  advice  for  travellers 
includes  these  comments  ou 
other  cities: 

• Jakarta.  This  was  a city 
foreigners  could  roam 
around  pretty  much  at  will 
until  the  current  economic 
crisis.  Now  all  areas  are 
potentially  unsafe  owing  to 
the  sharp  increase  in  street 
crime  and  political  violence. 
Limit  time  spent  on  the 


streets  and  avoid  going  any- 
where after  dark, 

• Cape  Town:  Not  a perma- 
nent no-go  area  like  down- 

^town  Johannesburg  but 
crime  and  gangsterism  is 
increasing,  car  hi-jacking  is 
being  reported  for  the  first 
time  and  there  have  been 
isolated  bombing  incidents. 

• Almaty:  A relatively 
quiet  destination  a couple  of 
years  ago,  security  in  Kazak- 
stan’s main  commercial  cen- 
tre is  expected  to  worsen  as 
social  and  economic  divi- 
sions grow.  Violent  crime 
against  foreigners  Is  increas- 
ing and  there  has  also  been  a 
rise  in  car  theft  and  violence 
against  motorists. 

• Mexico  City:  Violent 
crime  Is  rising  steeply  and 
caution  must  be  exercised  at 
all  times.  Banditry  is  a con- 
cern in  poorer  southern 
states  such  as  Chiapas. 
Guerrero  and  Tabasco. 

Control  Risk  recommends 
certain-  precautions  when 
travelling  to  potentially  dan- 
gerous destinations.  These 
include  not  labelling  lug- 
gage, organising  a “meet  and 
greet”  service  and  conduct- 
ing business  at  the  travel- 
ler's hotel,  so  reducing  the 
number  of  journeys  to  be 
made  around  tbe  city. 

Dressing  down  is  also  rec- 
ommended when  possible,  as 


is  not  taking  cameras  and 
watches.  Business  travellers 
carrying  laptop  computers 
also  need  to  take  extra  care. 
“If  you  have  to  take  a laptop, 
make  sure  you  know  where 
It  is  at  all  times,"  says  Mr 
Stone.  “Some  people  think 
about  taking  palmtop  com- 
puters instead,  which  are 
less  conspicuous.” 

Laptops  ore  often  stolen  at 
airports,  where  the  unwary 
are  fleeced  before  they  have 
acclimatised  to  their  new 
environment.  A favourite 
distraction  at  Bogota,  says 
Mr  Stone,  is  for  a gang  mem- 
ber to  dust  powder  on  their 
victim's  shoulder,  point  the 
mess  out  to  them  and  assist 
with  rubbing  it  off  while  an 
accomplice  carries  out  the 
theft. 

Bogota  airport  is  also  the 
scene  of  kidnapping.  If  being 
met  there,  travellers  should 
ensure  drivers  never  write 
the  company  name  on  their 
greeting  boards. 

•Outlook  99  is  available  from 
CRG  for  $250  for  one  copy 
and  $75  for  further  copies . An 
annual  stibscription  for  City 
Briefs  costs  S5.00D  :c ith  a fur - 
thcr  $1,500  for  the  licence  to 
disseminate  it  an  a corporate 
intranet.  Call  +44  0171 
2221552. 
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position  on 
marketing 


Avi  Machlis  looks 
at  the  emerging 
private  sector’s 
weaknesses  and 
poor  sales  record 

Successful  command- 

ers  in  the  armed 
*.  ’ 3 forces  do  not  neces- 
sarily make  good  managers 
in  business.  Sometimes,  as 
Israel's  experience  suggests, 
they  can  be  a mixed  bless- 
ing. 

Heavy  defence  spending, 
an  obsession  with  security 
and  Israel's  drive  for  a mili- 
tary technological  edge  in 
the  Middle  East  have  made 
an  unmistakable  contribu- 
tion to  the  country’s  high- 
technology  private  sector. 

But  while  the  Israel 
Defence  Forces  (IDF)  helped 
mould  Israel’s  technology 
entrepreneurs,  it  was  also 
partially  responsible  for 
some  of  the  emerging  pri- 
vate sector’s  weaknesses, 
especially'  a poor  track 
record  in  sales  and  market- 
ing. Many  of  Israel’s  1,200 
start-up  companies  were 
founded  by  veterans  of  tech- 
nology units.  They  may  need 
to  go  back  to  business  boot 
ramp  if  they  are  to  win  on 
the  marketing  battlefield, 
and  create  a viable  competi- 
tive sector  on  world  mar- 
kets. 

.“The  problem  is  that  mar- 
keting and  management 
needs  to  be  learned  first  and 
foremost  inside  a company,” 
says  _ Zohar  Zisapel,  a 
founder  of  Rad,  a group  of 
data  communications  com- 
panies. "These  skills  cannot 
be  acquired  in  the  army.”  . 

Instead,  what  many  young 
entrepreneurs  acquired  in 
the  army  was  first-hand 
experience  with  cutting-edge, 
technologies.  The  elite  Tal- 
piot  military  unit  was 
founded  in  1979  to.  nurture 
technology -oriented  draftees 
with  free  academic  educa-. 
tion  and  experience  in 
research  and  development. 

At  Mamram,  the  IDFs  cen- 
tral computer  unit  software 
programmers  and  engineers 
were  grappling  with  chal- 
lenges that  were  to  shape 
the  private  sector.  Israel's 
thirst  for  intelligence  fos- 
tered expertise  in  communi- 
cations technology.  In  addi- 
tion decentralisation ' of  the 
military's  computer  systems 
from  a central  mainframe 
during  the  1970s  forced  the 
. army  to  create  tight  network 
security  systems. 

Not  surprisingly,  there- 
fore, data  communications 
and  network  security  are  the 
private  sector's.forte  today.  ' 

• Companies  such . as  Check . 
Point  and  Memco,  network 
security  experts;  and  Nice 
Systems*  the  -voice  and  data 
logging  systems  manufac- 
turer, are  world  leaders  . in 
their'  niches,  and  wel^ 
founded  by  veterans  of  mili- 
tary technology  units.  How- 
ever, industry  players  say 
technology  is  not  the  main 
advantage  the  private  sector 
has  gained  from  the  mili- 
tary. 

“The  moet- important  con- 
tribution from  the  military 


was  not  technological,  but 
on  the  personal  level,”  says 
David  (Did!)  And,  a founder 
of  Nice  who  recently  retired. 
“Junior  officers  are  given  a 
lot  of  responsibility,  their 
own  projects,  budgets  and 
well-defined  goals.  Young 
people  often  don’t  get  that 
kind  of  experience  in  indus- 
try.” 

Mr  Arzi,  who  headed  a 
technological  intelligence 
unit  between  1968  mid  1983, 
says  the  military  experience 
infuses  self-confidence  and 
teamwork  values  over  indi- 
vidualism, giving  Israelis  an 
edge  over  their  counterparts 
abroad  who  have  studied  at 
university. 

In  addition,  three  years  of 
compulsory  service  for  men 
and  two  for  women  provides 
a constant  flow  of  brain- 
power to  the  military  , and 
then  the  private  sector. 

Throughout  the  1980s, 
most  people  released  from 
military  technology  units 
made  careers  in  the  state- 
owned  defence  sector.  But 
when  the  sector  started  to 
feel  tiie  crunch  of  worldwide 
spending  cuts  later  in  the 
decade,  the  first  defectors 
began  to  set  up  their  own 
companies. 

This  was  no  easy  task, 
since  there  was  no  venture 
capital  until  the  government 
set  up  the  Yozroa  fund  in 
1992.  Capital  started  flowing 
more  freely  after  1994,  when 
the  peace  process  with  tbe 
Palestinians  began.  US  ven- 
ture funds  started  investing 
and  international  capital 
markets  opened  up  to  Israeli 
companies. 

Since  then,  $l-5bn.in  ven- 
ture capital  was  raised,  and 
more  than  ioo  Israeli  compa- 
nies have  issued  shares  on 
Wall  Street  Most  are  tech- 
nology oriented  and  many 
have  disappointed  investors 
by  failing  to  grow.  - 

Nevertheless,  the  flow  of 
capital  to  tbe  private  sector 
has  exposed  some  of  its 
shortcomings. 

Many  who  .leave  the  army 
to  join  the  private,  sector  are 
unprepared  for  the  chal- 
lenges of  the  free,  market 
Industry  players  say  the 

army  disciplines  but  does 
not  encourage  initiative.  - It 
does  not  teach  entrepreneurs 
the  importance  of  time-to- 
market  in  the  feist-moving 
technology  world.  And  it 
does  not  provide  any  mar- 
keting or  management  skills. 

“There  are  some  people 
who  heKew  that  if  they  wav 
commanders  in  a military 
technology  .unit  they  can  run 
a software  company,"  says 
Israel  MazUvchM  executive 
of  Memco,  a security  com- 
pany which'  was  sold  last 
year  to  Platinum,  of  the  US 
far  S4l2m.  “They  need  to  be 
aware  that  they  have  to 
learn.  We  were  successful 
because  of  a combination  of 
solid  business,  skills  and 
development  expertise  from 
the  army." 

Nevertheless,  many  pri- 
vate companies  still  prefer 
•:  military  -veterans  over,  aca- 
demicS.  even  though  Israel 
hnq  world-class  institutions 
, such  as-  the  Technical  in 
Haifa.  ’ ’ 


WE  CAN  TRACE  OUR  LINEAGE 
TO  A COTTAGE  IN  THE  COTSWOLDS. 


This  is  the  Georgian  family  home,  lovingly  rebuilt  by 
Martin  Bath.  When  Martin  isn’t  restoring  the  past, 
he’s  helping  Smiths  Industries  to  create  the  future. 
He  was  part  of  the  team  that  developed  ELMS  - the 
revolutionary  Electrical  Load  Management  System  that 
helps  airplanes  to  use  electrical  ■power  more  efficiently. 
Itfc  a- system1  you’ll  find  on  board,  every  Boeing  777. 

■ Tome.baeing.ann 


Boeing  has  been- working  with  European  experts  like 
Martin  and  their  companies  for  30  years.  For  one  simple 
reason:  we  want  to  work  with  people  who  are  best  at 
what  they  do.  Of  course,  building  an  airplane  is  a massive 
enterprise.  It  takes  teamwork  on  a grand  scale.  .Many 
individuals,  many  companies,  many  countries.  But 
working  together,  we  can  do  almost  anything. 
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INSIDE  TRACK 


BUSINESS  EDUCATION  FUTUROLOGY 


The  art  of  gazing 
over  the  horizon 


Companies  are  beginning  to  realise  the 
importance  of  long-term  strategic 
planning,  writes  Helen  Jones 


Future  Studies  may 
sound  like  a course 
for  a budding  Nostra- 
damus - but  at  the  Univer- 
sity of  Houston  Gear  Lake  it 
is  taken  very  seriously. 

"This  is  not  about  sooth- 
saying or  crystal  ball  gaz- 
ing,** says  OUver  Markley. 
who  runs  the  world's  first 
full-time  masters  degree  in 
futurology.  “While  only  a 
prophet  or  fortune-teller 
would  claim  the  ability  to 
foretell  the  future.  Future 
Studies  aims  to  understand 
and  cope  with  the  long-term 
forces  of  change,"  be  says. 

As  the  millennium 
approaches  many  organisa- 
tions are  beginning  to 
explore  what  the  future  will 
mean  for  them.  Some  compa- 
nies such  as  British  Tele- 
communications employ 
full-time  futurists  and  others 
use  external  consultants.  In 
response  to  this  growing 
demand.  Professor  Markley 
aims  to  equip  students  with 
the  skills  required  to  become 
a professional  futurist. 

“As  the  speed  of  change 
Increases,  organisations  will 
need  a futures  perspective  to 
survive  and  be  successful. 
We  are  expecting  continuing 
growth  In  this  field,  particu- 


larly as  we  approach  the 

year  2000."  he  says. 

Many  students  take  the 
UHCL  masters  degree  as  an 
alternative  to  an  MBA  The 
course,  which  attracts  stu- 
dents from  around  the 
world,  offers  an  introduction 
to  the  methods  of  futures 
research,  scenario  develop- 
ment, long-term  strategic 
planning  and  a range  of 
options,  including  global 
consciousness  and  literature 
of  the  future. 

Prof  Markley  says  the 
futures  studies  course  differs 
from  traditional  forecasting 
and  planning  disciplines  in  a 
number  of  ways.  I'Ftrst. 
future  studies  considers  a 
longer  time  horizon  than 
most  forecasters  do.  Futur- 
ists are  typically  studying 
the  world  10  to  50  years  from 
now  in  contrast  to  econo- 
mists and  market  research- 
ers who  look  at  one  to  three 
years  hence." 

He  also  says  that  because 
we  cannot  be  certain  about 
such  long-term  change, 
futurists  describe  alternative 
futures  rather  than  offer  sin- 
gle predictions.  “They  can 
help  communities  and  corpo- 
rations envision  their  pre- 
ferred futures.  This  process 


leads  to  the  kind  of  practical 
planning  and  policy  making 
that  truly  brings  about 
change." 

Students  who  do  not  want 
to  relocate  to  Houston  can 

opt  to  follow  a two-year  pro- 
gramme that  requires  only 
12  weeks  on  campus  over 
two  successive  summers. 

While  UHCL  offers  a 
foil-time  course,  students  in 
the  UK  can  follow  a 
part-time  masters  degree  in 
foresight  and  future  studies 
at  Leeds  Metropolitan  Uni- 
versity. Course  leader  Gra- 
ham May  says:  "We  are  not 
trying  to  predict  the  future 
but  we  would  like  to  create 
the  future  by  understanding 
what  is  possible.’’ 

Most  students  are  in 
full-time  employment  and 
many  are  in  management 
consultancy.  “We  are  help- 
ing them  to  think  outside 
the  box,”  says  Mr  May. 

Most  of  those  who  follow 
the  UHCL  programme 
become  futurists  with  either 
a government  agency,  spe- 
cialist consultancy  or 
ln-house  for  international 
corporations. 

Among  them  is  Andy 
Hines,  now  global  trends 
manager  for  Kellogg.  He 
enrolled  on  the  futures  pro- 
gramme “because  it  was  a 
subject  that  captured  my 
interest.  I had  no  particular 
career  plans  at  the  time  but 


SP.tJX 


an  MBA  or  law  school 
wasn’t  what  I wanted." 

After  graduating.  Mr 
Hines  joined  Coates  & Jar- 
ratt,  a futurist  consulting 
firm  and  then  got  a job  with 
Kellogg.  “I  have  pretty  wide 
lassitude  to  bring  to  the 
company’s  attention  the 
trends  that  I believe  are 
important  to  its  future.  I bro- 
ker relationships  with  what  I 
believe  are  the  best  futures 
firms  and  foCUS  On  bringing 
their  best  thinking  into  the 
organisation  to  create  new 
products  and  processes.” 


Christian  Crews  joined  the 
masters  programme  because 
he  was  frustrated  with  the 
short-term  focus  of  the  com- 
pany for  which  he  was  work- 
ing. “The  programme 
exposed  me  to  new  ideas  and 
different  types  of  scenario 
building,  statistical  research 
fiiriiia  and  also  gave  me  a his- 
torical perspective,"  he  says. 

Mr  Crews  is  now  a 
long-range  planner  at  Tosh- 
iba International  “We've  set 
a long-term  financial  target 
for  the  company,  but  we 
realise  we  cannot  get  there 


without  a clear  understand- 
ing of  our  desired  future.  We 
are  not  changing  for 
change's  sake,  but  making 
changes  based  upon  the 
opportunities  we  see  in  the 
external  environment  and  a 

vision  of  the  company  we 
want  to  become." 

For  further  information  con- 
tact: Studies  of  the  Future, 
University  of  Houston-Clear 
Lake,  2700  Bay  Area  Boule- 
vard, Houston  TX  77057. 
Leeds  Metropolitan  Univer- 
sity 0113  283  2600. 


BUSINESS  EDUCATION  POTTED  THEORY:  CHARLES  HANDY 


An  individual  approach  to  organisations 


Charles  Handy  has 
[established  himself 
as  the  UK's  most 
respected  management 
writer  with  a far  broader 
appeal  than  that  character- 
ised by  concerns  of  the 
boardroom.  This  is  bemuse 
he  comes  from  a long  line  of 
management  thinkers  such 
as  Elton  Mayo  and  Warren 


Bennis  whose  focus  has  been 
as  much  on  the  individual  as 
it  has  on  the  organisation. 

This  is  not  to  say  • Mr 
Handy  has  Ignored  organisa- 
tions. His  attraction  to  meta- 
phor and  imagery  has 
described  several  organisa- 
tional models  from  the 
shamrock  to  the  inside-out 
doughnut  and  corporate  fed- 


eralism. His  first  book, 
Understanding  Organisa- 
tions, identified  different  cul- 
tural classifications  that 
could  be  applied  to  most 
businesses. 

Subsequent  books  began 
to  explore  social  themes,  not 
least  his  ideas  on  the  future 
of  work.  It  is  these  ideas, 
attempting  to  malm  sense  of 


the  more  rapidly  changing 
corporate  landscape  he  out- 
lined in  The  Age  cf  Unrea- 
son, which  have  underlined 
his  popular  appeal. 

Some  have  claimed  that 
his  suggestion  that  people 
will  need  to  adapt  if  they  are 
to  thrive  in  a fluctuating 
labour  market,  that  they  will 
need  to  develop  “portfolio” 


BUSINESS  EDUCATION 
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Edinburgh  Business  School  at  Heriot-Watt  t/niyersity  is  a pioneer  insistence 
learning  offering  unmatched  flexibility  and  unCbmpromisingqQallty. 

Students  may  start  at  any  time;  study  at their  own  pace^  and  choose  the  ttfnmgj^ 
of  their  examinations.  Faculty  is  drawn  from  leading  business  schools  in  '{,■ 
Europe  and  the  US,  and  offers  catling-edge  expertise  with  an  international 
perspective. 


a 


There  are  9,000  active  students  from  over  i^d'CQuri^s-c^i 

is  one  of  the  largest  MBA  programmes  tiitj^USA,  Europe  and  AustralqsK, 

*■  '"'T 

with  many  corporate  sponsors. 
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In  1998,  over  800  students  graduated  with  a Heftd^Wfep  University  MBAj#e  :<:^ 
programme,  which  is  produced  in  association  with  Firiarijiiai  Times  Manag^heht,  ? 
was  rated  for  the  ninth  consecutive  year  as  one  of  the  wbrtcfeisest  by  thif  ; 
Economist  Intelligence  Unit's  Critical  Guide  to  MBA  Program ' 


judge  for  yourself.  Order  a free  brochure  now  quoting  reference  27: 

Email:  hwattmbaCftmanagementcom 

Rax:  +44  (o)  1704  506723  - Tel:  +44  (o)  1704  508301 

Financial  Times  Management  • 128  Long  Acre,  London  WGtE  9AN,  UK 


In  essocbtion  with 


careers,  assembling  bits  of 
work  as  they  go  along,  repre- 
sents no  more  than  a minor- 
ity of  working  groups. 

But  the  continuing  fell-out 
of  people  from  mainstream 
employment  in  the  wave  of 
mergers,  tranjjfomiiTig  nwny 
traditional  business  sectors, 
the  increasing  attraction  of 
home  working,  and  the 
spread  and  improvement  in 
associated  technology  - is 
bringing  portfolio  working  to 
an  ever  increasing  propor- 
tion of  people. 

Emerging  services  such  as 
interim  management  and 
outplacement  and  the  profu- 
sion of  employment  agen- 
cies. some  of  which  fulfil  the 
function  of  career  adminis- 
tration. have  all  grown  to 
serve  this  changing  struc- 
ture of  work.  Beyond  these 
structural  changes,  in  his 


more  recent  work  Mr  Handy 
appears  to  be  reaching  out 
for  something  less  definable, 
a soise  of  meaning  for  cor- 
porations other  than  that  of 
generators  of  profit  He  has 
begun  to  speak  of  large  pub- 
lic. companies  as  communi- 
ties with  a common  purpose. 
“Money  machines  motivate 
only  the  few  insiders  who 
get  most  of  the  money.  Great 
businesses  have  a purpose 
beyond  their  own  survival.” 
he  writes  in  this  month's 
Director  magazine. 

Charles  Bandy,  damJS3Z 
Worth  reading:  The  Empty 
Raincoat,  Hutchinson,  1994. 
Quote : “No  longer  can  one 
expea  to  sell  100.000  hours  of 
one's  Fife  to  an  organisation." 

Richard  Donkin 


NEWS  FROM  CAMPUS 


Banks  back 
study  in 
eastern  Europe 

Students  who  want  to  study 
management  in  eastern 
Europe  can  now  take 
advantage  of  a loan 
guarantee  scheme  whioi 
covers  the  cost  of  aB  tuition 


The  scheme  is  supported 
by  the  European  Bank  for 
Reconstruction  and 
Development,  ABN  Amro 
and  the  Soros  foundation. 

The  scheme  Is  sfanter  to. 
foe  one  already  in 
operation  to  enable  eastern 
European  students  to  study 
at  four  western  business 
schools,  Insead,  lose, 
London  Business  School 
and  the  University  of 
Michigan. 

The  first  school  to 
participate  In  the  new 
scheme  is  foe  Internationa} 
Executive  Development 
Centre,  h Slovenia.  To  be 
eligible  for  a loan, 
candidates  must  have  been 
offered  a place  at  the 
IEDC. 

IEDC:  wwwJedc-brdo.si  - 

Simon  delivers 
just  what  the 
doctors  ordered 

The  Simon  School  at 
Rochester  University  has 
buDt  on  one  of  its  traditional 
strengths  to  launch  an 
executive  programme 
aimed  at^doctors  and  others 
in  the  medical  profession 
who  need  management 
skills. 

The  healthcare  leadership 
programme  is  run  at 
weekends  over  a four-month 
period.  On  foe  first 
programme,  which  began 
last  month,  30  of  the  40 
participants  are.  . 
doctors. 

Simon  (Rochester): 
www^sb  jvchester.edu 

The  importance 
of  looking  back 
and  forward 

Just  when  you  thought 
business  schools  had  given 
up  on  jargon,  Ashridge.  in 
foe  UK,  has  developed  an  . 
expression,  or  "paradigm"  as 
it  IBtes  to  call  it 

“TlmeKne  leadership"  is  a 
core  element  In  Ashridge's 


Leadership  Programme, 
launched  this  year.  It  starts 
with  foe  belief,  aceortfnfl  to 
foe  literature,  that 

understanding  the  past, 
present  and  foe  future  are  al 
important.  But  for  a true, 
leader  it  is  important  to 
know  the  priority  that  should 
be  given  to  each. 

The  ALP  te  tailored  to  the 
individual  requirements  of 
each  leader  and  each  is  . 
assigned  a dedicated 
fcadership  coach  before 
starting  foe  programme:  The 
coach  stay*  with  the 
participant  throughout  the  . 
programme  and  then 
reviews  progress  at 
three  and  six-monthly 
intervals. 

Ashridge;  http:// 
www.8shridga.org.uk. 

MSc  degree 
specialising  in 
information 

Strathcfyde  Graduate  . 
Business  School,  in 
Glasgow,  Is  launching  an 
MSc  degree  in  business 
Information  systems 
management  in  Aprit  7he 
course  is  intended  for 
managers.  Information 
specialists  and  those  hoping 
to  specialise  in  information 
systems. 

The  programme  was 
designed  in  consultation 
with  more  than  30  leading 
companies. 

Strathcfyde:  UK,  (0)141  553 
6000 

Excellence 
award  for 
Gerstner 

LouGerstner,  chairman  and 
chief  executive  of  IBM,  has 
received  foe  excellence  in 
business,  engineering  and 
technology  award  from 
Washington  University  in  St 
Louis. 

One  of  foe  three  schools 
which  gave  the  award  was 
the  Otin  School  of  Business. 
Washington  University: 
www.vnjsd.edu 

WITRam  Batten 
We  reported  last  week  that 
William  "MiT  Batten,  former 
chairman  of  the  New  York 
Stock  Exchange,  had  given 
$500,000  to  foe  fisher  . 
College  of  Business  at  Ohio 
State  University.  Mr  Batten 
died  shortly  after  the  gift 
was  made. 


information  for  News  from  Campus  should  be  seat  to  DeBa  Bradshaw, 

Tbe  Financial  Times,  One  Souttorafc  Bridge.  London  SE1  9HL 
Tfll.  44 171  873  4673  Fax  44  171  873  3950 
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I MANAGEMENT! 


The  Oxford 


Executive 

Finance 

Programme 


Is  a finance  programme  with  a difference.  Building  on  proven  elements  in  the  Oxford 
Advanced  Management  Programme,  it  has  been  specifically  designed  to  take  senior 
executives,  general  managers  and  fast-track  talent  from  a standing  start  to  a strong  and 
broadranging  competence  in  modem  financial  management  and  strategy -J 

25  -30  April  1999 


For  further  details  return  to  Maureen  Campbell,  limp/eton  College,  Oxford,  0X1 5NY,  UK 
Narae:  — : Job  Title: 


Address: 


Tel: 


Fax: 


Email: 


Tel:  -¥44  (0)1865 422713;  Fax:  +44  (0)1865  4225Q1; 

EmdL  maureencampbeU@templeton.o3fbrtLac.ukj  Internet:  imptffwwwJempletoruoxjtc.uk 

Templeton  - Oxford  University’s  Newest  Graduate  College, 
Working  Under  Royal  Charter  in  Partnership  with  Business 
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NEW  YORK 

Mdses  oud  Aw 
receives  its  Metropolitan  Opera 
premiere  tonight  James  Levine 
°?ti<focts  a staging  by  Graham  ■ 
wfth  John  Tomlinson  and 
Phfflp  Langridge  in  the  title  rotes.  - 

WASHINGTON 

The  Washington  Opera  presents 
ns  first  production  of  Boris 
Godunov  at  the  Kennedy  Center 
Opera  House  on  Saturday. 

Samuel  Ramey  sings  the  title 

rote  in  the  widely-travelled 
Tarkovsky  staging,  revived  by  . 

Stephen  Lawless  and  conducted 
by  Isaac  Karabtchevsky. 

PARIS  - 

Ramses  II  More  than  400 
treasures  have  so  far  been 

of  the  latest  Theban  recovered  from  the  tomb  of  the 


excavations  at  the  tomb  of 


Egyptian  pharaoh.  The  exhibition 


the  repertory  tomorrow. 

LEEDS 

Actor  Ian  McKellen  takes  his  first 
Shakaspesean  rote  since 
•rachard  111  as  Frospero  hi  The 
'Tempest,  alongside  Ctaucie 
Blakely's  Miranda  (left).  The 
dbedorjs  Jude  Kelly  - 
and  designs  are  by 
Robert  Innes  . 

Hopkins.  It  . 
opens  . 
tomorrow  at 
the  West 
.Yorkshire  - 
Playhouse.  _ 

LONDON  ' 

The  London  . 

Mozart  Players  ^Bjpjpl 
celebrate  their  50th  " 

annlveraay  on  Thursday  at 
the  Festival  Half  with  a royal  gala 


concert  The  programme.  ■ 
conducted  by  Matthias  Bamert, 
indudes  the  world  premiere  of 
John  WoofridVs  Concerto  for 
Orchestra  and  a performance  of 
Mozafs  Flute  and  Harp  Concerto 
featurtog  James  Galway. 

I RERUN 

1^  The  49th  Serin  F8m 
2k  Festival  begins  on 
Wednesday,  with  a 
KB  strong  Ar^oAJS 

Ine-up  competing 

NIB  for  the  Golden 
Bearfium 

Ij^V.SMeqpen  tn 

Love  to  films  from  . 
Altman.  Freara, 
wjp  Cronenberg  and 
r Terrence  MaSdc  (&$. 

RARCELONA 

As  the  re^txflcfing  of  the  Gran 


Teatre  del  Uceu  nears 
completion,  the  opera 
programme  continues  at  the 
Teatre  victoria  with  BelfinPs 
Atoms,  conducted  by  Stetano 
Ranzaii  and  staged  by  Francisco 
Negrin  In  designs  by  Anthony 
Baker.  Sharon  Sweet  sings  the 
title  role,  with  Verbnlca  VBIaroel  as 
Adalgna.  The  first  right  fe 
tomorrow. 

VIENNA 

Jean-Miehel  Basqiiat  (right)  is  the 
subject  of  an  exhibition  opening:  at 

the  Kunsthaus  on  Thursday,  the 
first  Austrian  show  of  his  work. 
Basquiat  was  one  of  the  most 
successful  black-hisparec  artists 
in  toe  US.  «tH  his  death  from  a 
drugs  overdose  in  1988,  aged  27. 

made  him  an  icon  of  1980s  New 

York.  100  works  have  been 
loaned  by  the  Mugrabi  Collection. 


Start  with  Samuel  Beckett. 
Throw  in  Goethe,  Heidegger  and 
T.S.  Eliot.  Add  Einstein’s  theory 
of  time  and  space,  and  imagine 
yourself  listening  to  early 
Schoenberg.  Then  youH  have  an 
idea  of  Nikolaus  LehnhofFs  refer- 
ence points  for  ParstfaL 

Just  in  case  this  offends  your 
idea  of  what  Parsifal  Is  about, 
remember  that  no  stage  djr^tor 
today  has  a better  Wagnerian 
pedigree  than  Lehnhoft  In  the 
UK  he  may  be  known  for  his  Jan- 
4Cek  at  Glyndebourne,  but  in 
Germany  and  the  US  his  nam*>  is 
indelibly  associated  with  The 
Ring.  His  familiarity  with  the 
Wagner  canon  dates  back  to  the 
1960s,  when  he  worked  at  Bay- 
reuth as  assistant  to  the  compos- 
er’s grandson  Wleland. 

Sitting  at  the  feet  of  one  of  the 
all-time  geniuses  of  Wagner  inter- 
pretation, the  young  Lehnhoff 
was  introduced  to  more  than  the 
mechanics  of  opera  production: 
he  learned  not  to  genuflect  before 
Wagnerian  tradition.  “Schafft 
NeuesI"  (create  something  new) 
was  the  composer’s  injunction, 
and  Lehnhoff.  now  in  his  late  50s 
but  with  the  energy  and  enthusi- 
asm of  a man  two  decades 
younger,  is  doing  his  best  to 
obey. 

His  English  National  Opera 
production  of  Parsifal,  opening  at 
the  London  Coliseum  on  Satur- 
day. is  the  first  staging  of  this 
ambivalent  piece  in  the  UK  since 
19S6.  Over  the  next  two  years  it 
will  move  to  San  Francisco  and 
Chicago,  where  recent  perfor- 
mance history  is  even  thinner. 
But  anyone  expecting  Lehnhoff 
to  play  down  to  his  audiences 
will  have  to  think  again.  He  vows 
that  “there  will  be  none  of  the 
old  cliches  - otherwise  it  turns 
into  another  Holy  GraiL  I want 
people  to  say  ‘we  never  thought 
Parsifal  could  be  as  lively  as 
this’.". 

Such  comments  are  not  calcu- 
lated to  please  Wagnartte  -tradi- 
tionalists, who  see  the  compos- 
er’s BUfmembeihfestspiel  (stage 
consecration  play)  as  a parable  of 
Christian  redemption,  to  be 
treated  with  suitable  reverence, 
par  them  the  religious  symbols 
need  little  elaboration.  Parsifal, 
the  “innocent  fool"  who  gate- 
crashes the  decaying  rites  of  the 
Grail,  is  a Christ-like  conqueror 
of  evil.  Amfortas's  wound  repre- 
sents the  suffering  of  mankind. 
Kundry,  seductress-turned- 
penitent,  symbolises  corruption 
and  purification.  And.  the  veteran 
Gurnemanz  Is  Wagner’s  Evange- 
list 

This  is  an  opera  which  invites 
rituals  - not  Just  in  the  way  pro- 
ducers treat  the  communion  and 
baptism  scenes,  but  in  terms  of 
audience  behaviour.  Bayreuth, 
for  example,  still  observes  the 
unofficial  ban  on  applause  after 
the  first  act  a practice  instituted 
by  Wagner’s  widow  Cosima. 

It’s  thanks  to  such  rituals  that 
Lehnhoff  resisted  Parsiftil  for  so' 
long.  He  ays  he  used  to  regard  it 
as  “a  church  service  substitute,  a 
sort  of  St  Parsifal’s  Passion”.  A 


tuff  l' flirt* 
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BERLIN 

OPERA 

Deutsche  Oper 

Tefc  49-30-34384-01 

• Faust  by  Gounod.  Conducted 
by  Sebastian  LansH-8®8^  m A ■ 
staging  by  John  Dew;  Feb  12 

• Manon:  by  Massenet 
Conducted  by  Sebastian 
Lang- Lessing  in  a staging  by 
Cesare  Lfevh  Feb  13 

BRUSSELS 

OPERA 

LaMonmee 

Tut  32-2-229  1211  ' 

Lady  Macbeth  of  Mtsensk: 
conducted  by  Antonio  Pappano 
In  a now  staging  by  StelnWinge, 
with  sets  by  Benoit  Ougasdyn 
and  costumes  by  Jorge  Jara; 

Feb  10, 12  - 

DALLAS 

OPERA 
Dallas  Opera 

Tet  1-214-443  1000 
wwwrfaHasaperu.org  < 

La  Boh6me:  by  PucdnL 
Conducted  by  AntoneUo 


Nikolaus  Lehnhoff:  ‘Money  spoils,  and  so  does  the  greed  for  power.  There  are  too  many  theatre  directors  sitting,  Eke  Fafner,  on  the  gokT 

Free  from  all  rites  and  rituals 

Nikolaus  Lehnhoff  may  have  radical  views  about  ‘Parsifal’  but  his  credentials  are  impeccable,  writes  Andrew  Clark 


sudden  .deluge  of  invitations  to_ 
stage  it  persuaded  him  the  time 
had  come  to  re-examine  the 
piece.  And  he  was  both  surprised 
and  fascinated  by  what  he  found. 

He  sees  it  as  the  most  topical  of 
Wagner’s  operas,  “because  It’s 
about  the  rooflessness  of  men 
and  women  in  the  late  20th  cen- 
tury. The  characters  in  Parsifal 
could  have  come  out  of  Beckett  - 
they  don’t  know  where  they 
belong,  they  have  no  orientation 
whatsoever.  The  Temple  of  the 
Holy  Grail  started  ont  as  an 
instrument  for  the  welfare  of 
mankind,  but  like  a lot  of  societ- 
ies which  operate  in  the  name  of 
God’,  it  has  lost  its  sense  of  mis- 
sion. Traditions  have  stagnated, 
there’s  no  life  in  them  any  more. 
Amfortas’s  wound  is  the  wound 
of  civilisation.  Let’s  put  it  in 
modern  terms:  what  I believe 
Wagner  wanted  to  say  is  that  if 
society  is  only  about  elbow- 
power,  if  compa  ssion  and  caring 
for  one  another  are  left  out  we 
will  arrive  at  a dead-end.” 

That’s  where  the  character  of 
Parsifal  comes  in.  Lehnhoff  refers 
to  him  as  a sort  of  futuristic 


ADecnandi  in  a staging  by  Mark 
Lamas,  with  sets  by  Michael 
Yeargan;  Feb  13- 

GLASGOW 
OPERA 
Theatre  Royal 

ret  44-141-332  9000 
Scottish  Opera:  Der 
RosenkavaDer.  by  R.  Strauss. 
New  staging  by  David  McVlcar, 
conducted  by  Richard  - 
Armstrong.  The  cast  Includes 
Joan  Rodgers;  Feb  13 

HOUSTON 

THEATRE 

Houston  Grand  Opera* 
Wortham  Center 

Tet  1-713-2272787  

wwwJtgo.com 
A Utile  Night  Music:  by 
Sondheim.  Grant  Gershon 
conducts  a production  by 

Michael  Leeds,  with  a cast 

including  Frederica  von  Stade, 
Thomas  Alien  and  S fieri 
Greenawald;  Feb  9, 12, 14 

LONDON 

CONCERT 
Barbican  Half 

Tet  44-771-638  8891 
Vienna  Symphony  Orchestra: 
conducted  by  Vladknir 
Fedosgyev  in  works  by  J. 

- Strauss,  Mozart  and  Beethoven, 
with  piano  soloist  Artur  Pizarro; 
Feb  11 

EXHIBITION 
Tate  Gallery 

Tel:  44-171-887  9000 
Turner  in  the  Alps:  undertaken  In 


.vMather  Teresa  figure,  “an  outside 
agent  who  - takes  on  the  burden 
and  goes  through  hell  to  give  an 
example  to  mankind.  In  the  third 
art,  after  what  I call  this  ‘Schoen- 
berg prelude’  with  all  its  half- 
tones, he  returns  to  find  a Waste 
Land,  where  the  survivors  have 
to  learn  to  communicate  again. 
At  the  end  you  have  to  show 
same  sort  of  utopia,  a society  free 
of  ideologies,  rites,  cults  and 
elites.  The  text  offers  a conclu- 
sion, but  not  the  music.  This  Isn’t 
an  opera  about  answers,  it’s 
about  questions.” 

Lehnhoff  declines  to  specify 
how  bis  concept  will  take  shape 
on  stage  - understandably  so  for 
someone  who  has  never  believed 
in  providing  his  audience  with 
footnotes.  Equally,  he  has  never 
been  associated  with  the  ram-it- 
home  school  of  German  opera 
production.  You  can’t  pigeon-hole 
Lehnhoff  His  Frankfort  Lohen- 
grin., decked  out  in  imagery  of 
the  Weimar  Republic,  bespoke 
sharp  political  antennae. 
But  you  could  hardly  find 
anything  less  politically  conten- 
tious than  his  Palestrina  two 


1802,  this  was  Turner’s  first  visit 
to  continental  Europe.  The 
exhaxtion  contains  68  works  on 
paper,  revealing  the  artist’s  initial 
impressions  of  the  inspiring 
landscapes  he  encountered:  to 
Feb  14 

OPERA 

Engfish  National  Opera, 

London  Coliseum 
Teh  44-171-632  8300 
La  Traviata:  by  Verdi.  Michael 
Lloyd  conducts  a staging  by 
Jonathan  Miller,  with  a cast 
foclucfrng  Claire  Rutter  and  Alan 
Opie;  Feb  9. 12 

MANCHESTER 
CONCERT 
Bridgewater  Hall 

Tet  44-161-907  9000 
Vienna  Symphony  Orchestra:  ■ 

conducted  by  Vladimir 
Fedosayev  in  works  by  J. 
Strauss,  Mozart  and  Beethoven, 
with  piano  soloist  Artur  Pizarro; 
Feb  12 


MOSCOW 

CONCERT 

Conservatory  Great  Hall 

Tet  7-095-22$  $401 

Moscow  State  Symphony 
Orchestra:  conducted  by  Gifoert 
Kaplan  hi  Mahler’s  ‘Resurrection’ 
Symphony  No!  2;  Feb  9 

MUNICH. 

CONCBVT5 
Phaharmorae  Qastaig 
Tat 49-89-5481 8181 
• Ktessische  Phtthaimonle 
Bonn  conducted  by  Heribert 


years  ago  for  the  Royal  Opera. 

So  what  are  the  hallmarks  of 
LehnhofTs  style?  Anyone  who 
saw  Tosco  last  year  at  Amster- 
dam, or  his  well-travelled  produc- 
tion of  Henze’s  Der  Prim  von 
Homburg,  win  know  he  demands 
a strong  visual  aesthetic, 
matched  to  musical  sensitivity. 


‘The  characters  in 
‘Parsifal1  could  have 
come  out  of  Beckett 
- they  don*t  know 
where  they  belong1 

He  is  equally  strong  on  Personen- 
regie.  an  untranslatable  German 
term  for  drawing  intelligent  act- 
ing performances  from  singers. 
Unlike  most  opera  directors,  he 
likes  to  revive  his  own  produc- 
tions - a current  source  of  fric- 
tion with  Munich  and  Sen  Fran- 
cisco, where  his  stagings  of  The 
Ring  have  been  modified  without 
his  approval 


Bessel  in  works  by  Mozart  ahd 
Beethoven,  with  piano  soloist 
Matthias  Klrschnerert; 

Feb  12 

• Munich  Radio  Orchestra: 
conducted  by  Leopold  Hager  In 
works  by  J.  Strauss;  Feb  14 

• St  Petersburg  Philharmonic 
Orchestra:  conducted  by  Yuri 
Temirkanov  in  works  by 
Prokofiev  and  Ravel;  Feb  1 1 

EXHIBITION 
Ha  us  der  Kunst 

Tel:  49-89-211270 
Angelika  Kauffman  (1741-1807):  • 
retrospective  of  works  by  the 
Swiss  decorative  artist,  who  was 
a founder  member  of  London's 
Royal  Academy.  Includes 
paintings,  drawings,  prints  and 
porcelain;  to  Apr  18 

NEW  YORK 

DANCE 

New  York  City  Ballet,  Near 
York  State  Theater 

Td:  1-212-870  5570 
Celebrating  Five  Decades  of 
Repertory:  continuing  the  50th 
anniversary  celebrations;  Feb  9, 
10. 11, 12, 13, 14 

EXHIBITION 
Guggenheim  Museum 
Tel:  1-212-423  3500 
www.guggenheim.org 
Picasso  and  the  War  Years 
1937-1945:  more  than  75  works 
- paintings,  sculpture  and  works 
on  paper  - which  together 
explore  Picasso’s  response  to 
the  period  which  began  with  the 
Spanish  Civil  War  and  ended 
with  the  Bberation  of  France. 
Includes  major  public  and  private 


He  may  be  a perfectionist,  but 
he  is  far  from  dogmatic.  Why, 
then,  has  he  never  been  invited 
to  direct  at  Bayreuth?  Therein 
lies  a tale  of  Wagner  family  poli- 
tics. After  Wi  eland  Wagner’s 
death  in  1966,  his  associates  were 
frozen  out  of  the  festival  - a 
reflection,  says  Lehnhoff  of  the 
inferiority  complex  of  Wieland’s 
younger  brother  Wolfgang,  who 
assumed  sole  control  and 
remains  in  power  today. 

But  if  Lehnhoff  has  been  black- 
balled at  Bayreuth,  he  is  turning 
into  a fixture  at  Glyndebourne. 
This  summer  he  returns  for  The 
Bartered  Bride,  and  in  2002  he 
will  stage  the  festival’s  first-ever 
Wagner  - Tristan  und  Isolde. 
conducted  by  Valery  Gergiev.  He 
sees  Glyndeboume’s  intimacy  as 
an  incentive  to  interpret  Tristan 
as  “a  chamber  play  with  large 
orchestra”,  with  singers  who 
would  not  normally  be  engaged 
for  Wagner. 

That’s  a mouth-watering  pros- 
pect - as  are  behnhofTs  forth- 
coming productions  of  Robert  le 
Diable  at  the  Berlin  Staatsoper 
and  Lulu  in  Dusseldorf,  with 


loans;  to  May  9 
OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 
wwwjnetopera.org 
Moses  and  Aron:  by  Schoenberg. 
Conducted  by  James  Lewie  in  a 
staging  by  Graham  Vick,  with 
sets  and  costumes  by  Paul 
Brown.  Cast  includes  Philip 
Langridge  and  John  Tomlinson; 
Feb  8. 11 

PARIS 

CONCERTS 
Salle  Pleyel 

Tet  33-1-4561  6589 
Orchestra  d©  ' Paris;  conducted 
by  Frans  Bruggen  in  works  by 
Bach,  Mozart  and  Mendelssohn; 
Feb  10, 11 

Theatre  des  Champs  Elystes 

Tel:  33-1-4952  5050 
Orchestra  National  de  France: 
conducted  by  Jerzy  Semkow  in 
works  by  Haydn,  Mozart, 
Mendelssohn  and  Schubert,  with 
clarinet  soloist  Alessandro 
Carbonare;  Feb  14 

OPERA 

Theatre  des  Champs  Bysdes 
Tel:  33-1-4952  5050 
Opera  National  de  Lyon:  Zelmira, 
by  RossInL  Conducted  by 
Maurizio  Benlni  in  a staging  by 
Yannis  Kokkos.  The  title  role  Is 
sung  by  Mariella  Dev  la; 

Feb  10, 12 

TOKYO 

CONCERTS 


Surrtory  HaH 
Tel:  81-3-3584  9999 

• English  Chamber  Orchestra: 
conducted  by  Norio  Oh  pa  in 
works  by  Mozart,  with  piano 
soloist  Michie  Koyama; 

Feb  11 

• English  Chamber  Orchestra: 
conducted  by  Frank  Peter  ■ 
Zimmerman  In  works  by 
Holst  Mozart  and  Beethoven; 
Feb  13 

• National  Symphony  Orchestra 
Washington:  conducted  by 
Leonard  SlatkJn  in  works  by 
Bernstein,  Takemftsu,  Copland 
and  Mussorgsky.  With  clarinet 
soloist  Richard  Stoltzman; 

Feb  8 

• National  Symphony  Orchestra 
Washington:  conducted  by 
Leonard  Slatkin  in  works  by  John 
Adams,  Tchaikovsky  and  Dvorak; 
Feb  9 


VIENNA 

CONCERTS 
Musikvereln 
Tel:  43-1-5058  6810 
San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 
Tilson  Thomas  In  works  by  Ives, 
Mendelssohn  and  Prokofiev,  with 
violin  soloist  Gil  Shaham; 

Feb  8, 9 

EXHIBRION 
KunstHausWien 
Tel:  43-1-712  049 5 
Jean-Michel  Basquiat:  Paintings 
and  Works  on  Paper.  100  w oiks 
on  loan  from  the  Mugrabl 
Collection  make  up  the  first  show 
in  Austria  devoted  to  the 
black-hispanic  US  artist,  who 
died  in  1988  at  the  age  of  27; 


Jason  Orton 


Anja  SiJja  singing  her  first 
Geschwitz.  Indeed.  Lehnhoff  is 
one  of  the  few  native  sparks  on 
an  increasingly  stagnant  German 
opera  scene.  He  disputes  the  sug- 
gestion that  economic  cutbacks 
lie  at  the  heart  of  the  creeping 
cultural  malaise  in  Berlin,  Frank- 
furt and  other  German  cities,  pre- 
ferring to  interpret  the  situation 
as  the  outcome  of  power  politics. 

“If  they  had  the  right  people  in 
charge,  things  wouldn’t  have 
slumped  the  way  they  have. 
Remember  the  situation  alter  the 
war.  The  best  theatre  was  done  J 
without  money,  because  people 
had  to  use  their  imagination. 
Money  spoils,  and  so  does  the 
greed  for  power.  There  are  too 
many  theatre  directors  sitting 
like  Fafner  on  the  gold.  Like  all 
politicians,  they  ctinnot  leave  it, 
they  don’t  want  to  bring  in  new 
blood.  It's  not  only  Berlin  and 
Bayreuth  - look  at  Salzburg, 
always  the  same  people.  I have 
stayed  out  of  these  things.  I’ve 
never  had  an  agent,  1 don't 
belong  to  a group  and  I feel 
better  for  rt.  But  it  sometimes 
takes  longer  to  arrive." 


MUSIC  IN  BOSTON 

Weir’s 

songs  of 
nature 


Judltb  Weir's  S’otural  History,  an  ‘ 
attractive  set  of  four  songs  writ-  j 
ten  for  soprano  Dawn  Upshaw, 
conductor  Simon  Rattle  and  the ' 
Boston  Symphony  Orchestra, 
seemed  to  hover  in  mld-alr  at  its  ^ 
premiere  in  Boston’s  Symphony' 
Hall. 

The  texts,  extracted  from  the  , 
4th-centary-BC  Taoist  classic 
Chuang-au.  tell  an  ecological 
parable:  it’s  best  to  leave  the 
untamed,  p re-civilised  natural 
world  alone.  An  argument  is 
crafted  through  lines  like:  “Is  It , 
the  nature  of  wood  to  long  for 
the  carpenter’s  plane?"  No.  the 
unambiguous  response,  is" 
backed  up  musically.  Weir  keeps  •« 
the  harmony  aloft,  the  textures' 
bright,  colourful  and  spare,  and 
thus  creates  a gentle,  question- 
ing atmosphere.  Warmly  inviting  •, 
musical  ideas  float  in,  are  fanned 
lovingly  by  the  orchestra  and 
dissipate  like  so  much  vapour.  ^ 
Her  endings  are  often  like  that, 
too,  more  an  evaporation  of?'- 
so and  than  a resolution  of  idea.  „ . 
Bnt  a listener  should  not  seek  a 
finn,  gravity-bound  core  within 
Natural  History.  Its  appeal  lies  in  ‘ ' 
the  unfolding.  , 

The  four  songs  - “Horse”, , J 
“Singer”.  “Swimmer",  “Fish/., 
Bird”  - each  loosely  follows  a ' . 
recitative-aria  pattern,  and  there 
are  occasional  bits  of  tone  paint-  „ a 
mg.  In  the  third  song  we  hear 
pounding  waves  and  musical 
sputterings  as  they  break  across  2 ~ 
the  swimmer’s  chest.  The  last  ) 
song  has  the  open  simplicity  of  i 
an  Elizabethan  madrigal.  And  \ 
although  the  score  calls  for  a j 
large  orchestra  (triple  wood-  i 
winds,  a battery  of  bright  per-  j 
cussioQ)  it  didn’t  sound  like  it  r 
Weir’s  deft  orchestrations  [ 
allowed  Upshaw  to  be  heard,  | 
even  though  she  had  the  iln.  t 

The  Weir  followed  Oliver  j 
Knussen’s  Flourish  with  Fire-  t 
works,  a modern  tribute  to  Stra-  ' 
vtnsky’s  buoyant  Fireworks.  J 
Knussen  made  a crack  recording  i 
of  his  piece,  but  Rattle  took  a 1 
broader  outlook  while  managing  J 
to  bring  it  in  on  time,  at  four  i 
fast-moving  minutes.  Gener-  ' 
ously.  Rattle  played  it  twice.  \ 

For  Mahler’s  Fourth  Sym-  • 
phony,  Rattle  tapped  the  BSO’s  J 
considerable  tonal  sheen  and  vlg-  , 
our.  Except  for  moments  of  exag-  1 
gerated  tempo  and  occasional  | 
arch  phrasing,  he  kneaded  this  * 
most  classical  of  Mahler’s  scores  ' 
eloquently.  In  the  finale,  Upshaw  ) 
transposed  some  lines  down  but  i 
still  carried  her  part  with  a 1 
direct  sincerity.  \ 

« 

Pierre  Ruhe  < 


from  Feb  11  to  May  2 

ZURICH 

EXHIBITION 
Kunsthaus  Zurich 
Tel:  41-1-251  6765 
Chagall,  Kandinsky,  Malevich  and 
the  Russian  Avant-Garde: 
exhibition  exploring  the  artistic 
upheavals  of  the  first  two 
decades  of  this  century.  In 
addition  to  important  loans  from 
the  State  Hermitage  Museum  in 
St  Petersburg,  the  show  brings 
together  pictures  from  14 
provincial  Russian  museums 
never  seen  in  the  west  before 
perestroika;  to  Apr  25 


TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  Hi 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT; 

0&30:  Moneyline  with  Lou  Dobbs 
13.30:  Business  Asia 
19-30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Business/Market  Reports: 
05:07;  06:07;  07:07;  08:20;  0920; 
10:20;  1150;  1132;  12:20;  1350; 
1450. 

At  08:20  Tanya  Beckett  of  FTTV 
reports  Ove  from  UFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


MARTIN  WOLF 


: Subdued  good  news 

i British  performance  on  inflation  seems  to  have  improved 
" considerably  since  the  bad  days  of  the  1980s 


Economic  commentary  in 
the  UR  is  inveterately 
short-termist.  Yet  again, 
debate  is  focusing  on 
whether  the  economy  will 
tumble  into  recession  this 
year.  But  this  question  is 
neither  interesting  nor 
important.  What  Is  tar  more 
interesting  and  important  is 
bow  far  the  economy  needs  a 
slowdown.  The  good  news 
here  is  that  the  economy 
may  well  be  able  to  combine 
lower  unemployment  with 
lower  inflation  than  it  has 
for  a generation. 

An  essential  part  of  this 
story  is  told  by  the  chart 
This  shows  two  measures  of 
labour  market  pressure  - 
the  rate  of  unemployment 
and  the  number  of  vacancies 
- against  the  government's 
target  measure  of  Inflation  - 
retail  prices,  less  mortgage 
Interest  payments. 

Labour  market  pressure  is 
now  greater  than  in  the  late 
1980s.  the  last  period  of 
overheating:  the  rate  of 
unemployment  is  lower  and 
the  number  of  vacancies  is 
higher.  Back  in  the  1980s. 
however,  the  annual 
Inflation  rate  rose  from  3 per 
cent  in  1986  to  9.5  per  cent  in 
1990.  Inflation  had  also 
started  to  rise  when 
unemployment  rates  were  ' 
higher  and  vacancies  lower 
than  they  are  today.  This 
time,  however,  inflation  has 
remained  stable,  at  between 
2 and  3 per  cent. 

This  is  good  news.  It 
suggests  that  the  reforms  of 
the  1980s  and  1990s  permit 
the  economy  to  operate  with 
a greater  demand  for  labour 
than  before.  Provided 
inflation  remains  subdued, 
the  economic  prognosis  has 
to  be  good,  whether  or  not 
there  is  a technical  recession 
this  year.  The  Bank  of 
England's  monetary  policy 
committee  would  be  able  to 
' cut  rates  of  interest  Car 
further.  There  is  also  little 
reason  to  doubt  the  response 


of  consumers.  They  have 
never  failed  to  spend  boldly 
before.  They  are  unlikely  to 
be  timid  now. 

The  Important  doubt  must, 
instead,  be  over  whether 
measured  inflation  flatters 
to  deceive.  There  are  three 
reasons  why  the  low 
inflation  might  be 
temporary;  the  strong 
pound;  global  deflation;  and 
concealed  labour  market 
pressures.  Consider  each  of 
these  in  turn. 

First,  the  Internationa] 
Monetary  Fund's  real 
exchange  rate  index,  based 
on  relative  unit  labour  costs, 
showed  an  appreciation  of  30 
per  cent  between  early  1996 
and  late  1997.  But. 
encouragingly,  the  current 
account  has  remained  close 
to  balance.  Between  late  1988 
and  the  middle  of  1990,  by 
contrast,  deficits  ran  at  over 
4 per  cent  of  gross  domestic 
product.  Store  demand  has 
also  been  much  stronger  in 
the  UK  than  in  the 
euro-zone,  this  suggests 
sterling  has  not  been  that 
overvalued. 

Second,  the  weakness  of 
world  prices  has  been  an 
important  source  of  lower 
inflation.  In  December  1998. 
for  example,  prices  of  the 
raw  materials  and  fuel 


purchased  by  manufacturing 
were  more  than  20  per  cent 
below  1995  levels-  a reversal 
of  commodity  price 
weakness  would  create  a 
temporary  inflation  blip.  But 
these  prices  may  remain 
weak  for  some  time. 

Third,  underlying  unit 
wage  costs  were  already 
rising  at  an  annual  rate  of 
around  3V=  per  cent  last  year. 
This  is  inconsistent  with  the 

government's  inflation 

target  over  the  medium  run. 
The  effects  were  masked  by 
the  strong  exchange  rate  and 
weak  commodity  prices.  Yet 
even  if  pay  settlements  and 
the  increase  to  earnings 
were  a little  high,  they  were 
not  rising  that  strongly. 

Important  qualifications 
can  Indeed  be  made  to  the 
good  news  contained  in  the 
chart.  They  suggest  that  this 
year's  slowdown  was 
necessary.  The  Goldman 
Sachs  forecasts  contained  to 
the  Green  Budget  from  the 
Institute  for  Fiscal  Studies 
are  for  economic  growth  of 
0.4  per  cent  this  year  and  2-2 
per  cent  in  2000,  after  IL5  per 
cent  in  1996.  This  would 
bring  the  level  of  activity 
down  from  some  1*4  per  cent 
above  capacity  in  1998  to  % 
per  cent  below  it  this  year. 
After  the  slowdown,  growth 


Inflation  & the  labour  market:  arethmgs  different  this  time? 
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could  then  resume  at  above 
‘its  trend  rate. 

Inflation  Is  as  low  as  it 
now  is  In  part  because  of  the 
unanticipated  effects  of  the 
strength  of  sterling  and 
global  deflation.  In  other 
words,  if  the  right  decisions 
had  been  made  two  years 
ago,  inflation  would  now  be 
lower  than  it  is.  But  the 
evidence  suggests  that,  even 
without  these  disinflationary 
windfalls.  Inflation  would 
not  have  been  very'  much 
higher  than  it  is  today  - 
perhaps  around  Stt  per  cent, 
instead  of  Tk  per  cent  So 
performance  is indeed  better 
than  it  was  a decade  ago. 

For  this  reason,  the 
slowdown  need  be  no  more 
than  short  and  shallow. 
Because  it  need  not  be 
deeper,  the  Bank  also  has  a 
fairly  free  hand  to  ensure 
recovery. 

In  a longer  term 
perspective,  the  priority  is  to 
reduce  still  further  the  rate 
otnnemployment  at  which 
inflation  remains  stable. 
That  level  is  probably 
somewhat  higher  than  the 
current  unemployment:  rate 
(4.6  per  cent,  in  December, 
on  the  claimant  count 
measure  and  6.2  per  cent,  in 
the  September-November 
period,  on  the  standard 
international  definition)-  It 
is  also  higher  than  in  the 
US.  But,  with  any  luck,  it 
should  not  be  more  than  2 
percentage  points  higher 
than  it  is  today. 

If  the  goal  is  to  lower  the 
required  rate  of 
unemployment  still  further, 
the  priorities  for  policy  must 
be  to  improve  the  quality  of 
the  labour  force,  Increase 
the  incentive  to  work  and  - 
no  1P3S  important  - sustain 
competitive  pressure  on  the 
labour  market 

The  great  threat  then  is 
not  mistakes  to  monetary 
policy.  These,  happily,  can 
be  rectified,  so  long  as  the 
country  retains  monetary 
control.  The  threat  is. 
instead,  a slow  erosion  of  the 
reforms  of  the  Conservative 
era.  What  must  be  avoided  is 
replacement  of  the  relatively 
dynamic  labour  market  New 
Labour  inherited  by  a 
continental  European-style 
job  market  suffused  with 
anti-campetitive  regulations. 

Martin.  Wo  Ifiafi.  com 

Martin  Wolf  will  be  writing  a 
fortnightly  column  on  the  OK 
economy,  starting  today. 


LETTERS  TO  THE  EDITOR 


CONTRACTS  & TENDERS 


INVITATION  TO  TENDER 

CONSULTANCY  STUDY  ON  STRATEGIC  OPTIONS 
FOR  COILLTE  TEORANTA 

DIRECTIVE  92/50/EEC  AS  AMENDED  BY  DIRECTIVE  97/52/EC.  (Open  Procedure) 


Category  of  Service:  Management  Consultancy  Services,  CPC  Reference  No  81,  812,  814,  865,  866. 
Description  of  Service:  Consultancy  report  which  assesses  the  role  of  Coillte  Teoranta  (the  Irish  Forestry 
Board)  in  contributing  to  the  optimum  development  of  the  forestry  sector  in  Ireland  in  line  with 
Government  policy  and  which  identifies  and  evaluates  appropriate  options  for  the  corporate 
development  of  Coillte  Teoranta  including  strategic  alliance  and  wider  share  ownership  possibilities, 
and  makes  recommendations,  following  consultation  with  sectoral  interests,  with  regard  to  the  option 
and  timescale  considered  most  appropriate. 

Full  details  and  tender  documents  may  be  requested,  in  writing/fax,  from:  Mr.  Gerard  Honer, 
Department  of  the  Marine  and  Natural  Resources,  Leeson  Lane,  Dublin  2,  Ireland.  Fax;  00  353  1 6611326 
Final  date  for  receipt  of  tenders:  12h00,  22nd  March  1999 


Accountancy  Positions 

appear  every  Monday  in  the  UK  edition 
and  every  Friday  in  the  International  edition. 


For  more  information,  please  call: 
Effie  White  on 
TeJ:+44  171  873  3456 
Fax:+44  171  873  4331 


Ceilings  for  the  euro  and  the  yen  - 
a clever,  and  dangerous,  proposal 


From  Mr  Fred  Berosten.  . . 

Sir,  Martin  Wolfs  proposal 
(“Off  target".  February  3)  to 
implement  partial  currency 
target  zones  via  unilateral 
European  and  .Japanese 
Installation  of  ceilings' for 
the  euro'  arid  yen,  respec- 
tively. is  both  more  clever 
and  more  dangerous  than  he 
may  realise. 

The  reason  is  that  such 
actions  by  Europe  and 
Japan,  near  current  market 
cates  as  proposed  by  Mr 
Wolf,  would  almost  certainly 
trigger  a sharp  appreciation 
of  the  dollar  against  both.  If 
markets  believed  that  the 
new  ceilings  would  be 
defended  effectively,  they 
could  make  no  money  via 
further  dollar  depreciation 


and  hence  would  move  in 
the  opposite  direction. 

But  this  would  surely  be 
unacceptable  to  the  US,; 
which  is  already  headed  for 
a current  account  deficit  of 
$30Qbs  and  faces  consider- 
. able  protectionist,  pressure.  - 
International  balance  calls; 
- for  a modest  decline  of  the- 
dollar  rather  than  another' 
sharp  rise. 

• Hence  Mr  Wolfs  proposal 
is  exceedingly  dangerous 
because  it  would  set  off,  and 
indeed  be  viewed  as  seeking, 
competitive  depreciation  of 
the  euro  and  yen.  It  is  also  , 
exceedingly  clever,  if  one 
■ likes  target  zones,  because  it 
would  induce  the  US  to  set  a 
ceiling  for  the  dollar  and 
thus  complete  the  zones. 


. -The. -problem,  of  course.  Is 
that  the  zones  would  then  he 
determined  by  a®  unco-, 
ordinal ed  sequence  'vqfv 
nationalistic'  , currency" 
moves,  which  would  be  both 
uniikeiy  to  last;  and  remtois- 
(^cCthej930s.  Th^Group 
of  Three  leading  industrial 
nations  had  better  address- 
the  problems  identified  so 
well  by  Mr  Wolf'by  quickly 
negotiating-a  set  of  mutually 
acceptable  ranges  and  'then 
defending  them,  effectively. 

C.Freid  Bergstem  . . 
director,  ::- 

Institute  tor  International  - 
Economics.  : 

II  Dupont  flrcle,.  R.W* 
Washington,  ‘ -■ 

DC  20036-1207,  US  . - ‘ 


More  to  story  of  predator  turned  pussy  cat 


From  Mr  Louis  B.  Massano, 

Sir,  George  Soros,  the 
financier  and  hedge  fund 
wizard;  urges  that  “interpos- 
ing a wall  of  money  will  sta- 
bilise the  [currency]  situa- 
tion” to  Brazil  (“Real's  slide 
halted  as  panic  abates".  Feb- 
ruary 2). 

- Curious,  isn’t  it,  that  this 
did  not  work  in  1992,  when 
Mr  Soros  attacked  the  vul- 
nerable pound  and  won  the. 
title  of  “the  man  who  broke 
the  Bank  of  England”. 

What  is  not  reported.  In 
financial  news  can  be  as 


intriguing  as  what  is.'  Lately, 
there  has  been  , a dearth  of 
reporting  on  international 
currency  speculators  - not 
just  Mr  Soros,  but  other  ad- 
ore such  as  the  foreign 
exchange  trading  desks  of 
the  leading  international 
banks.  ■ 

On  October  14  1998  the 
Financial  Tunes  reported, 
prescientiy.  that  “currencies 
may  get  a respite  from  hedge 
fund  attacks”.  One  reason 
given  tor  the  speculators 
weakness  was  that  “the  cost 
[of  taking  speculative  posi- 


tions] has  just  becwme  too 
high”.  • • ■ .*•• 

.One  suspects  that,  there  is 
more  to  the  . story  of  the- 
Incongruous  pussy  cat 
behaviour  ^ these  financial 
predators  now  that  Jhe:  Real 
is  on  the  topes.: A. case  for 
the  Baker  Street  irregulars  - 
or  perhaps  the  regular  crack 
reporting  staff  of-the  FT? 

Louis  B.  Massano, 

28  Duncan  A venue,  .' 

Apt  505, 

Jersey  City,  - 

NJ  07304-2142.  tiS 


Frivolous  headline  belies  Fraga’s  integrity 


From  Saleh  Daher. 

Sir.  It  is  surely  frivolous,  if 
not  irresponsible,  for  a publi- 
cation of  your  stature  to 
write  a tabloid-style  headline 
for  such,  an  important  news 
story  (“Brazil  picks  hedge 
fund  poacher  as  economic 
gamekeeper",  February  3). 

During  this  difficult  period 
for  my  country,  your  head- 
line will  be  used  by  dema- 
gogues to  malign  a decent 


individual  whose  help  Brazil 
needs. 

As  a Brazilian.  I can  think 
of  no  finer  candidate  for  the 
presidency  of  the  Central 
Rank  (jf  Brazil  in  this  timeof 
crisis  than  Arainio  Fraga. 
In  addition  to  being  a bril: 
Tfarif  and  highly  competent 
market  professional,  he  is  an 
individual  of  impeccable' 
integrity  who  will  put  the 
welfare  of  Brazil  and  its 


people'  above  all  other' con- 
siderations. . ~ - -•  ' 

Ask  anyone  who  knows 
him  if  Mr  Fraga  can  fairly  be 
called  a “poacher15.  • - 

Saleh  Daher,:  /" 

managing  director,  - ■ 
Tnran  Corporation,  - . . 

160  Federal  Street, 

Boston,  . 

MA  02110-1795; 

US. 


Small  cap:  a 
sector  not  to 
be  sneered  at 

PnmXkLPage. 

Sfr,  Twire'  in  seven  days 
-Lex  has  derided  smaller' 
.quoted  companies;"  ... . insti- 
tutional investors  are  rightly 
putting  pressure  on  the  glut 
of  smaller  companies  to 
merge  or ; go  private”  <“Bld 
premiums",  January  28);  and 
"Why  - do  housebuilders 
remain  quoted? : They  are 
now  so  small  - the  entire 
sector  accounts  for-  under  1 
per  cent- of  the  UK  stock 
market  - that  they  have 
slipped  below  fund  manag- 
ers’ radar  screens”  ("House- 
builders'’, February  ,3). 

These  very  arguments, 
and  the  relative  absence  of 
institutions  holding  more 
than'3  per  cent  of  such  com- 
panies, support  the  claim 
that  it  is  the  private  inves- 
tors who  are  the  main  sup- 
port of  the. smaller  compa- 
nies. ;••••-• 

■ What  hope  for  wider  share 
ownership  when.  If  added  to 
the  mega-mergers,  these 
smaller,  generally  long- 
established  companies  take' 
Lex’s  advice;  and  the  range 
of  investment  choice  is 
.steadily  eroded?  Yet,  .para- 
doxically, about  300  compa- 
nies to  the  last  three  or  four 
years  have  joined  the  Alter- 
native Investment  Market, 
many  having  off  record  of 
profits  or  dividends; 

Whatever  the  cause  of  the 
destruction  of  quoted  values 
of  the  past  six  months,  it  has 
given  the- private  investor 
(often  a pensioner)  a great 
opportunity  to  increase  his 
income  and  lock  into  his- 
toric (and  potential}  yields  of 
8 to  12  per  cent,  at  a time  of 
record  low  interest  rates, 
with  the  added  possibility  of 
capital  gain.  'as  this  week's 
surge  in  the  smaller  cap 
stocks  shows. 

GX.Page,- 
30  Pflhrow  Court, 

Canberra  Close; ' 

Gosport, 

Hants  P012  2NZ,  UK  . 
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PERSONALJTEW  PAUL  HEWITT  andBRADLEY D^BELT 

The  crisis  of  age  looms 

The  exploding  cost  of  funding  retirement  benefits  is  threatening  many  economies. 
Policymakers  worldwide  must  tackle  the  problem  posed  by  an  ageing  population 


A common  thread 
runs  through  Bra- 
zil's recent  finan- 
cial crisis.  Japan’s 
decade-long  economic  stag- 
nation and  President  Bill 
Clinton's  cosmetic  proposals 
to  strengthen  US  soda!  secu- 
rity. All  could  be  harbingers 
of  the  great  "ageing  reces- 
sions" that  threaten  to 
wreck  the  global  economy  of 
the  21st  century. 

This  prospect  makes  it 
essential  for  the  US  not  only 
to  slow  the  exponential 
growth  of  Its  own  benefit 
expenditures,  hut  to  engage' 
Japan  and  Europe  in  a vigor- 
ous debate  on  ageing  policy 
reform  through  a series  of 
global  ageing  summits 
Flush'  with  the  restoration 
of  popular  rule  to  1988,  Bra- 
zil's new  leaders  set  out  . to  . 
guarantee  retirement  secu- 
rity by  writing  lavish  benefit 
formulas  into  the  country's 
constitution. 

The  fledgling  democracy 
soon  found  Itself  facing  the 
kind  of  entitlement  crisis 
usually  reserved  for  much 
older  nations.  In  just  nine 
years,  population  ageing  and 
a spate  of  early  retirements 
boosted  social  security 
spending  from  less  than  S 
per  cent  of  gross  domestic 
product  to  more  than  12  per 
cent  Unable  to  cut  benefits, 
and  unwilling  to  raise  taxes, 
an  election-minded  Congress 
responded  with  massive  bor- 
rowing. From  1993  to  1997, 
deficits  averaged  6.6  per  cent 
of  GDP. 

Today  Brazil  is  so  Indebted 
that  even  if  its  “primary- 
budget  (everything  except 
interest  payments)  were  bal- 
anced. Its  economy  would 
need  to  grow  by  72  per  cent 
to  prevent  the  national  debt 
from  devouring  an  even 
greater  share  of  national 
income.  Obviously,  this  is 
not  going  to  happen.  Sensing 
a classic  "debt  trap",  fleeing 
investors  have  plunged1  the 
nation  into  recession.  - 
The  market  jitters  of 
recent  weeks  reflect  the 
prospect  that  Brazil  will 
default  on  its  foreign  debt 
sparking  a new  round  of 
"contagion”  that  spreads 
Instability  to  other  econo- 
mies. 

Japan  also  is  deeply  to 
debt.  But  its  problems  are 
even  more  relevant  to  the 
US.  Japan  is  being  buffeted 


Pension  problem:  the  future  does  not  look  rosy 


by  the  same  demographic 
pressures  that  the  US  will 
face  after  2010. 

The  percentage  of 
Americans  aged  65  and  over 
is  projected  to  rise  from  13 
per  cent  today  to  roughly 
one-fiftb  in  2030.  Japan  is 
greying  much  more  rapidly. 
The  aged  already  account  for 
16  per  cent  of  its  population, 
and  are  expected  to  surpass 
21  per  cent  by  2010. 

Understandably,  the  eco- 
nomic climate  makes  many 
Japanese  anxious  about 
their  government's  ability  to 
make  good  on  its  pension 


Old  age  benefits  currently 
absorb  8 per  cent  of  US  GDP. 
However,  without  reform, 
they  will  double  as  a share 
of  the  economy  by  2040. 
Unfortunately,  Mr.  Clinton's 
social  security  and  Medicare 
proposals  do  nothing  to  alle- 
viate these  cost  .pressures. 
Instead,  he  proposes  to  use 
the  large  budget  surpluses  - 
most  of  which  would  occur 
after  he  leaves  office  - to 
reduce  the  national  debt. 
The  ostensible  purpose  of 
this  laudable  but  improbable 
plan  is  to  provide  future  pol- 
iticians with  the  room  to 


Adverse  fiscal  trends  can  continue  for 
years  without  provoking  a full-blown 
crisis.  But  at  some  point  a shock 
triggers  a reaction  in  the  markets 


promises.  And,  to  response, 
they  are  hoarding  savings. 
The  result  has  been  to  make 
the  economy  increasingly 
resistant  to  stimulus 
through  traditional  fiscal 
and  monetary  remedies. 

The  US  is  in  a better  posi- 
tion to  avoid  the  conse- 
quences suffered  by  Brazil 
and  Japan.  But  time  is  run- 
ning short  and  it  can  111 
afford  to  make  the  same 
mistakes.  Most  Importantly, 
It  must  act  now  to  control 
the  dramatically  higher 
expenditures  that  will  occur 
when  the  baby  boomers 
begin  to  retire  in  force. 


run  large  budget  deficits 
after  2030. 

However,  there  are 
countervailing  forces  at ' 
work  that  could  undermine 
this  strategy.  During  the 
next  five  decades,  working- 
age  populations  (aged  20  to 
64)  In  the  lS-natlon  Euro- 
pean Union  plus  Japan  are 
projected  to  decline  by  a 
combined  34  per  cent,  even 
as  the  number  of  aged  swells 
by  nearly  two-thirds.  The 
effect  of  these  changes  will 
be  to  reduce  government 
revenues  just-wheh  they  are 
needed  most.  Countries  such 
as  Germany  - where  payroll 


taxes  already  top  42  per  cent 
- will  find  themselves  under 
growing  pressure  to  run  defi- 
cits. 

At  the  same  time,  explod- 
ing retiree  populations  in 
the  industrial  nations  will 
drive  down  private  savings 
rates  after  2010.  The  EU  and 
Japan,  which  have  been 
exporters  of  private  savings, 
are  destined  to  become 
importers.  Consequently,  the 
role  of  global  creditor 
increasingly  will  tell  to  the 
developing  nations  of  Asia 
and  Latin  America.  In  some 
future  crunch,  the  politics  of 
this  new  dependency  -could 
get  out  of  hand. 

As  we  have  seen  to  Brazil, 
adverse  fiscal  trends  can 
continue  for  years  without 
provoking  a full-blown  crisis. 
But.  at  some  point  a shock 
triggers  a reaction  in  the 
markets.  In  Brazil's  case,  it 
was  Russia's  default.  In  Ger- 
many’s. It  could  be  an  Italian 
debt  crisis. 

Before  such  a calamity 
drags  other  western  nations 
down  with  it,  they  should 
foster  awareness  of  these 
challenges  among  policy- 
makers worldwide  and  build 
a consensus  for  timely  policy 
reforms.  To  this  end,  we 
have  recommended  the 
establishment  of  a Commis- 
sion on  Global  Ageing. 
Under  this  concept,  business 
leaders,  government  offi- 
cials, academics,  economists, 
and  social  policy  experts 
would  examine  the  economic 
consequences  of  population 
ageing  and  develop  concrete 
recommendations  for  domes- 
tic and  International  action. 
Eventually,  these  issues 
should  be  addressed  in  a 
series  oF  ageing  summits, 
ideally  under  the  aegis  of  the 
•Group  of  Seven  leading 
industrial  nations. 

The  time  has  passed  when 
policymakers  could  consider 
the  prospect  of  any  welfare 
state's  collapse  merely  a 
matter  for  its  own  politicians 
to  sort  out.  In  more  ways 
than  one.  Brazil's  and 
Japan's  problems  are  very 
much  the  world's. 

Paul  Hewitt  is  a research  fel- 
low and  Bradley  D.  Belt  is 
vice-president  of  international 
finance  and  economic  policy 
at  The  Center  for  Strategic 
and  International  Studies  m 
-Washington  DC. 
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The  death  of  King  Hussein  of 
.'  Jordan  leaves  a void  in  a divided 
and  unstable  region.  Diminutive 
In  stature  he  may  have  been,  but 
no  Arab  leader  since  the  tower- 
ing Gama]  Abdel  Nasser  had  so 
caught  the  Imagination  of  the 
Middle  East  and  the  world. 

Had  he  done  nothing  more 
than -survive  the  last  half-century 
of  turmoil  in  the  Middle  East, 
that  would  have  been  remarkable 
enough.  But  he  made  a nation 
out  of  a piece  of  resource-poor 
‘desert,  overrun  by  lawless  Bed- 
ouin tribes  and  populated  by  suc- 
cessive waves  of  suspicious  and 
! disgruntled  Palestinians,  fleeing 
.the  creation  and  expansion  of 
Israel.  He  secured  the  boundaries 
of  bis  much-buffeted  buffer  state 
against  neighbouring  predators. 
LAnd  be  became  pivotal  in  the 
feangerous  and  frustrating  effort 
'to  forge  a peace  between  Arabs 
-and  Israelis. 

Although  the  King's  loyal  Bed- 
ouin army  underpinned  his  rule, 
his  favoured  weapon  was  a nrix 
of  charm  and  paternalism.  He 
was  particularly  adept  at  ganging 
the  political  winds  that  bluster 
through  Jordan,  from  Syria  to 
the  north  and  Saudi  Arabia  to 
the  south,  Israel  and  the  Palestin- 
ians to  its  west  and  Iraq,  on  its 
eastern  flank. 

Will  his  successor  be  able  to 
consolidate  this  inheritance? 

Most  concern  centres  on  the 
untested  ability  to  govern  of  Hus- 
sein’s eldest  son  Abdullah,  whom 
the  King  made  heir  last  month. 
He  shocked  Jordanians  by  push- 
ing aside  his  brother  Hassan, 
crown  prince  and  royal  confidant 
for  34  years. 

. The  new  King,  at  37,  is  twice 
the  age  Hussein  was  when  he 
took  the  throne.  He  is  firmly 
rooted  in  the  key  institution  of 
the  army,  as  commander  of  its 


elite.  Bedouin-staffed  Special 
Farces.  His  marriage  to  a Pales- 
tinian is  popular  with  the  two- 
thirds  of  his  subjects,  originally 
from  Palestine. 

Despite  the  recent  upheaval, 
the  main  danger  he  faces  inter- 
nally is  hostility  to  the  1994  peace 
his  father  signed  with  Israel  Jor- 
danians expected  to  cash  in  a 
“peace  dividend"  from  this  agree- 
ment, but  It  never  materialised. 
The  virtual  r»napq&  of  the  pfwee 
process  since  Benjamin  Netan- 
yahu came  to  power  in  Israel  in 
1996  and  continuing  rar^r-Hm^ 
against  Iraq,  Jordan’s  rarfo  mar- 
ket, have  contributed  to  great 
poverty  among  Jordanians  As  a 
result  many  have  been  persuaded 
that  the  painful  liberalisation  of 
the  past  decade  - supervised  by 
the  International  Monetary  Fund 
- was  a fruitless  sacrifice. 

The  second  worry  is  the  neigh- 
bours. In  the  past  three  years,. 
Jordan  has  been  able  to  fend  off 
intrigues  on  its  territory  by 
Israel,  Iraq  and  Syria.  But  many 
ageing  Arab  leaders  are  also  JB  - 
President  Assad  of  Syria,  Yassir 
Arafat,  the  Palestinian  leader, 
and  King  Fahd  of  Saudi  Arabia 
among  them.  And  nobody  knows 
how  Iraq  will  emerge  from  under 
Saddam  Hussein,  or  indeed 
whether  the  new  Israeli  govern- 
ment to  be  elected  in  May  will  be 
able  to  strike  a peace  deal  with 
the  Palestinians. 

Jordan  therefore  needs  aid  and 
support  from  its  western -and 
Arab  allies.  But  what  it  most 
needs  is  what  the  region  needs:  a 
just  and  comprehensive  settle- 
ment of  the  Arab-Israeh  conflict 
King  Hussein,  always  argued 
there  would  be  no  stability  in  the 
Middle  East  without  justice  for 
the  Palestinians.  The  best  tribute 
to  Urn  would  he  to  remember 
that  essential  truth. 
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>BMW  shoot-out 
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BMW's  remarkable  board 
meeting  reminds  us  that  confr 
nental  European  companies  are 
as  capable  of  surprises  as-  those 
run  in  the  superficially  more  vol- 
atile Anglo-American  style.  Per- 
haps calm  decades  are  purchased 
at  the  price  of  an  even  bigger 
explosion  eventually.  <--r  : • ; ^ 

In  BMW’s  case, 
mutual  vetoes  held’ 

Quandt  family 

the  trade  unions  ehsm^r4b&3 
departure  of  both  the  campaign " 
top  managers.  As  the  preesiae  of 
globalisation  mounts  on  conti- 
nental European  companies  we 
can  expect  more  explosions. 

The  significance  of  the  BMW 
row  stems  not  from  its  immediate 
cause  - the  bungled  Rover  acqui- 
sition - but  from  the  bigger  stra- 
tegic uncertainty  this  highhghta. 
Is  BMW  big  and  broad-based 
enough,  to  survive  in  the  car 
industry  of  the  2lst  century?  Or 
does  it  need  to  widen  itself  to  a 
multi-brand  business,  basing 
many  differently  badged  models 
on  a handful  of  platforms? 

The  multi-brand  approach  is 
the  one  chosen  by  BMW’s  most' 
important  German  rivals, 
DaunlerChrysler  and  Volkswa- 
gen. It  lay  behind  Bernd  Piscbets- 
rieder’s  commitment  to  a full 
product  line  at  Rover.  The  alter- 
native strategy,  championed  by 


Mr  Pischetsrieder’s  rival,  would 
have  reduced  Rover  to  a collec- 
tion of  niche  products.  . 

to.  the  Rover  case,  there  are 
arguments  on  both  sides.  But  the 
wider  debate  about  BMW’s  future 
is  too  important  to  be  fought  out 
solely  In  terms  of  Rover's  product 

neg^a  .-.multtbrand 


aUsed  "company?  ft  so,  retiring 
Rover’s  problems  Is  only  one  of 
the  strengthening  acts  needed  to 
prepare  for  a battle  against  much 
bigger  rivals.. 

This  strategic  rifiemre8  for 
BMW  is  mirrored  in  the  choices 
facing  the  British  government.  It 
appears  to  have  promised  subsi- 
dies for  Rover’s  new  model  pro- 
gramme, on  tbe  assumption  that 
the  company  would  continue  to 
be  a full-line  car  manufacturer. 
If,  when  BMW  seeks  to  cash  in 
that  promise,  the  company  asks 
for  more  money  or  offers  a more 
limited  future  for  Rover,  the  gov- 
ernment should  have  no  hesita- 
tion in  refusing.  And,  whether  or 
not  it  stumps  up  in  this  case,  it 
should  announce  an  unambigu- 
ous shift  of  policy:  no  more  subsi- 
dies for  car  manufacturing. 


The  IRA’s  call 


The  compromise  at  the  heart  of 
tbe  Northern  Ireland  peace  pro- 
cess now  looms  like  a rock  in  the 
path  to  progress.  The  Good  Fri- 
day agreement  was  careful  not  to 
make  the  decommissioning  of 
terrorist  weapons  a pre-condtttan 
for  political  settlement.  But  it 
does,  now  require  a practical  dem- 
onstration by  the  Irish  R^pubh- 
can  Aimy  that  it  really  intends  to 
forsake  vfolenea.  Otherwise  the 
chances  of  establishing  , the 
power-sharing  administration  by 
March  10,  as  planned,  look  dim. 

Exactly  what  that  • action 
should  be  is  the  subject  of 
intense  behind-the-scenes  negoti- 
ations. Unionists  demand  a dear 
commitment  to  decommissioning, 
probably  with  some  disposal  of 
arms.  They  point  to  the  IRA'S 
statement  last  year  that  “there 
will  be  no  decommissioning”. 
They  paint  also  to  the  increase  in 
punishment  hp^Hnga  and  shoot- 
ings. These  were  running  in  Jan- 
uary at  about  twice  the  average 
level  in  1997  and  1998. 

Even  though  Loyalist  paramili- 
taries inflicted  about  40  per  cent 
of  recent  beatingSf  such-honors 
revive  the  question  of  whether 
the  IRA  has  taken  everyone  for  a 
ride.  Has  it  accepted  the  release 
of  prisoners  and  the  prospect  of 
sharing  political  power,  while 
maintaining  its  .terrorists  in 


readiness  to  strike?  Sack  fears, 
whether  Justified  or  not,  are 
grave  impediments  to  peace. 

David  Trimble,  the  Ulster 
Unionist  leader,  was  voted  first 
minister  of  the  new  shadow 
assembly  wifli  a very  slim  major- 
ity/ Left  to  himself,  he  could 
probably  deal  with.  Martin 
McGuinness,  9!bti  F6in’s  chief 
negotiatcr.  'BOth  are  deeply  iden- 
tified With  tbepeace  process.  But 
both  nsHs&flndin sew  ways  round 
the  intransigence  of  their  hard- 
line supporters/#  the  process  is 
to  be  held  together.  Within  the 
IRA,,  giving  up  weapons  is 
regarded  as  a symbol  of  surren- 
der. This  is  illogical  in  the  con- 
tact of  the  Good  Friday  agree- 
ment, but  it'  is  a fact 

In  the  practical  world,  what 
matters  is  that  the  IRA  should 
f^wthmp  its  ceasefire.  But  contin- 
ued peace  depends  on  maintain- 
ing momentum  on  the  political 
front 

This  in  turn  depends  on  the  . 
IRA’s  ability  to  find  convincing 
words  to  show  that  it  is  serious 
about  peace.  Then  moderate  Prot- 1 

estante  must  be  persuaded  that  a 1 

second-best  peace  , with  an  armed 
■foe  is’ better, 'for  the  time  being, 
than  a return  to  violence. 

It  is  not.  an  inspiring  prospect, 
.but  the  alternative  is  very  much 
worse. 


When  trading  opens 
in  the  shares  of 
BayerisChe  Motoren 
Werke  today,  the 
stock  is  likely  to  be  the  focus  of 
immense ' attention  after  the 
extraordinary  events  of  last 
Friday. 

Alter  a marathon  .supervisory 
board  meeting  at  the  group’s 
high-rise  Munich  headquarters, 
the  company  removed  Bernd  Pis- 
chetsrieder,  chairman,  and  Wolf- 
gang Reitzle,  head  of  markets 
and  products  and  his  tie  facto 
deputy.  They  were  replaced  by 
Joachim  Mllberg,  the 
little-known  board  member  for 
engineering  and  production,  and 
three  junior  executives.  The 
nnrHarantpriqtirany  public  Sack- 
ing shocked  observers  of  Ger- 
many's normally  , consensual 
business  world. 

The  managpirnmt  f-Hangpg  have 

left  BMW  looking  vulnerable  at  a 
time  of  consolidation  in  the 
world  motor  Industry.  They  have 
focused  attention  on  the  weak- 
nesses at  tbe  group’s  Rover  sub- 
sidiary in  the  UK  and  flaws  in 
BMW's  own  product  and  develop- 
ment strategies. 

Any  takeover  would  have  to  be 
backed  by  the  Quandt  family, 
which  owns  about  46  per  cent  of 
the  shares,  to  the  past  48  hours, 
the  conservative,  press-shy 
Quandts  have  reiterated  their 

cnTnmttTYiRTit  to  the  company  Brill 
scotched  any  takeover  talk.  But 
with  the  motor  industry  in  a 
frenzy  about  consolidation  fol- 
lowing last  year’s  acquisition  of 
Chrysler  by  Daimler-Benz  and 
the  more  recent  $6.45bn  purchase  . 
by  Ford  of  Volvo's  car  operations. 
BMW’s  boardroom  bust-up  could 
have  weakened  the  group  Irrevo- 
cably. 

“It  is  more  of  a target  now 
says  Sabine  BTftmel,  motor  indus- 
try analyst  at  IMI,  an  Italian 
investment  bank,  in  London. 
*Tve  never  seen  anything  like 
this  In  Germany.” 

Bob  Eaton,  co-chairman  of 
DaimlerChrysler,  has  few  doubts. 
Hours  after  Friday’s  ructions,  he 
predicted  a “lot  of  activity”  over 
BMW  in  the  next  few  days.  “By 
Monday  there  will  be  at  least 
three  or  four  companies  bidding 
for  BMW,”  he  said,  but  added 
that  his  group  would  not  be 
among  them. 

General  Motors,  Toyota  and 
Flat  could  all  he  interested.  GM, 
the.  world's  biggest  carmaker,  has 
just  seen  archrival  Ford  snap  up 
Volvo  cars.  Jack  Smith.  Gift's 
chairman,  has  said  economic 
turmoil  in  Aria  has  offered  new 
acquisition  opportunities:  with 
its  coffers  full  and  profitability 
rising,  Mr  Smith  might  prefer 
to  . turn  his  gaze  to  Europe 
instead. 

BMW  could  also  help  Hiroshi 
Okuda,  Toyota's  boss,  achieve  bis 
goal  of  overtaking  Ford  to 
become  the  world’s  second- 
biggest  car  company.  In  spite  of 
Asia’s  weak  markets,  Toyota  is 
rich.  The  group  .would  almost 
certainly  want  to  examine  a 
tie-ap  wifli  BMW. 

1 Fi^-¥Xtteanvriiile,  needs  to 
expand  into  larger,  high**1*  mar- 
'gln  vehicles  to  offset  the  low 
earnings  oh  its  small  mainstream 
models.  After  being  rebuffed  in 
attempts  to  buy  all  of  Volvo,  in 
favour  of  Ford's  more  limited 
offer,  the  Italians  may  see  BMW 
as  an  attractive  alternative. 

Even  Volkswagen,  Europe’s 
biggest  car  company,  could  still 
be  interested.  Ferdinand  Pifibh, 
its  combative  chairman,  started 
the  speculation  last  summer  after 
saying  he  believed  some  of  the 
Quandts  wanted  to  divest  and  he 
put  forward  VW  as  an  ideal  part- 
ner. ’ 

With  uncharacteristic  reti- 
cence, he  says  in  an  article  today: 

“I  don’t  want  to  say  anything 


Under  siege 

BMW’s  UK  acquisition  has  left  the  luxury  carmaker 
: looking  vulnerable,  says  Haig  Simonian 
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which  might  bring  more  unrest 
to  the  situation.  Our  colleagues 
in  MtmiCh  should  be  allowed  to 
concentrate  folly  an  their  work.” 

That  BMW  should  find  itself 
the  focus  of  so  much  speculative 
interest  seems  extraordinary  for 
a company  which,  a few  years 
ago,  was  tbe  envy  of  its  peers. 
BMW’s  sporty  saloons  won  plau- 
dits in  the  motoring  press  and 
bad  become  icons  for  aspiring 
executives  around  the  world.  In 
marketing  terms,  too,  the  compa- 
ny’s ability  to  position  its  prodr 
nets  as  “the  ultimate  driving 
machine"  won  praise  from  far 
beyond  the  motor  industry. 

It  was  just  as  BMW  was 
approaching  the  crest  of  that 
wave  that  Mr  Pischetsrieder 
bought  Rover,  tbe  ailing  UK  car- 
maker  which  has  now  become  has 
nemesis. 

Backed  by  Ebeihard  von  Kuen- 
henn,  bis  predecessor  as  manag- 
ing board  chairman  and  now 
head  of  BMW's  supervisory 
board,  Mr  Pischetsrieder  argued 
that  BMW's  opportunities  for 
growth  were  limited.  Only  via  a 
complementary  carmaker  could 
it  expand  without  compromising 
its  own,  highly  profitable  brand 
values. 

In  January  1994,  he  agreed  to 
pqy  British  Aerospace  £80Om  for 
80  per  cent  of  Rover.  Somewhat 
later,  BMW  paid  Honda,  Rover’s 
technology  partner  of  the  time, 
£200m  for  its  20  per  cent 

Interestingly,  Mr  Piscfaetsried- 


er’s  arguments  were  echoed  at 
Mercedes-Benz,  BMW's  German 
rival,  at  much  the  same  time. 
There,  however,  the  decision  was 
taken  to  grow  through  broaden- 
ing the  product  range  rather  than 
through  acquisition.  Although 
Mercedes-Benz  also  suffered  some 
upsets,  notably  with  safety  con- 
cerns about  its  small  A-class 
model,  its  choice,  in  retrospect 
was  the  better  one. 

For  BMW,  the  attractions  of 
Rover  lay  primarily  in  Land 
Hover,  a leading  maker  of  sports 
utility  vehicles.  But  Mr  Pischets- 
rieder was  also  drawn  by  the  MG 
sports  car  marque  and  the  poten- 
tial to  develop  the  Mini.  Hfs 
great-uncle.  Sir  Alex  Issigonis, 
had  devised  the  original  Mini. 

With  the  benefit  of  hindsight,  it 
is  easy  to  see  why  Rover  cost  Mr 
Pischetsrieder  his  job. 

to  the  past  two  years,  the  rise 
of  sterling  to  about  DM3  reversed 
the  gradual  recovery  BMW  bad 
outlined  for  the  company. 
Rover’s  sales  at  home  dropped  as 
foreign  manufacturers  exploited 
the  margins  generated  by  the 
high  pound  to  buy  market  share. 
Even  abroad,  where  Rover  sales 
rose,  profitability  was  squeezed 
as  export  margins  evaporated. 

But  the  high  pound  hid  a much 
more  fundamental  problem  in 
BMW’s  stewardship  of  the  British 
group.  Whether  from  an  exagger- 
ated concern  far  British  political 
and  cultural  sensitivities  or  sheer 
inexperience,  BMW  was  baf- 


flingly  slow  to  grasp  control  of  its 
subsidiary.  “We  set  out  targets, 
but  left  them  to  get  on  with  it,” 
recalls  one  senior  manager.  “But 
nothing  much  happened.” 

Even  today,  five  years  after  the 
takeover.  Rover  has  hardy  begun 
the  model  renewal  programme  on 
which  its  fortunes  depend. 

Developing  new  cars  takes 
years,  and  BMW  could  hardly 
have  been  expected  to'  perform 
the  task  overnight  But  even  ele- 
mentary measures,  such  as  cut- 
ting costs  by  purchasing  parts 
jointly  or  co-ordinating  media 
buying,  have  been  implemented 
very  late. 

Mr  Flschetsrieder’s  blueprint 
was  for  Rover  to  invest  its  way 
out  of  trouble.  After  years  of 
underspending  under  a succes- 
sion of  owners,  BMW  promised  to 
plough  in  £500-600m  a year  to 
bring  Raver’s  factories  and  prod- 
ucts to  its  own  levels.' 

Two  of  Rover’s  three  factories, 
at  Solihull  and  Cowley  near 
Oxford,  were  virtually  rebuilt, 
while  a new  engineering  and 
design  centre  was  created  at  Gay- 
don  in  the  Midlands.  On  the 
model  front,  the  first  fruits  were 
just  beginning  to  appear  tbe 
second-generation  Land  Rover 
Discovery  was  launched  late  last 
year,  while  the  new  Rover  75 
saloon  is  on  test  and  should 
reach  the  showrooms  in  a few 
months. 

Further  developments  include 
facelifting  the  slow-selling  Rover 
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I Unwin  dears 
his  desk 

Yet  another  euro-job  ts  up  for 
grabs.  After  six  years  as 
president  of  tbe  European 
•Investment  Bank,  Sr  Brian  Unwin 
is  leaving  the  helm  of  the  world's 
largest  and  most  setf-effacing 
international  financial  institution. 

The  one-time  British  cMI 
servant  plans  to  step  down  fo 
Apr3  from  a post  that  carries  an 
income  comparable  to  that  of  the 
European  Commission  president 
So  BJ  states  now  have  one 
moire  key  post  to  haggle  over  in 
a year  crowded  with  important 
personnel  decisions. 


flavour  - but  in  the  private  rather 
than  the  public  sector.  And  why 
not,  after  a lifetime  on  the  other 
side  of  the  fence? 


Sticky  end 


Question;  what  always  stays  up 
when  markets  and  economies 
tumble  down7  Answer:  Old 
Russian  wallpaper  - that’s 
according  to  Finnish  paper 
company  MetsS-Seria,  which 
claims  home  decor  te  one  of  the 
fast  victims  of  economic  malaise. 

The  company,  one  of  Europe’s 
largest  paper  producers,  has 
warned  that  the  economic 
situation  in  Russia  “will  exert  a 
drag  on  operations,  particularly 


already  under  way  for  more  high 
profile  posts.  Provided  the 
European  Psriament  doesn't 
sack  them  first,  about 
three-quarters  of  the  present 
commission  taduding  Jacques 
Santer,  ite  president,  are 
expected  to  retire  at  the  end  of 
this  year.  The  hunt  is  also  on  for 
the  senior  person  - dubbed  Mr 
or  Ms  Paso  after  the  French 
acronym -to  cxKrdinate  EU 
foreign  and  security  policy. 

Unvta  te  prepared  to  extend  . 
his  stay  h Luxembourg  a little  if 
a successor  hasn't,  been  fined  . 
up.  But  the  63-year-okJ  former 
chief  of  the  Brifeh  Customs  and 
Excise  service  wants  to  get  on 
with  other  thirds.  The 
openNoving  orriHhotogist  has  no 
Intention  of  noting.  He'd.fJke  lo 
find  a role  with  a European 


business”.  Most  of  its  basic 
wallpaper  is  sold  to  UK 
merchants,  who  print  it  with 
fancy  designs  or  reHef  patterns 
before  re-exporting  it  to  Russia. 

“Wallpaper  is  something  you 
don't  need  when  you  hit  hard 
times,"  dalms  Markka  lhamuotila, 
chief  business  analyst  at 
MetsS-Seria.  "Demand  has  really 
come  down,"  Maybe  so,  but 
perhaps  the  Kremlin  wffl  place  a 
bumper  enter  - to  help  paper 
over  the  cracks. 

Peace  and  quiet 

The  ethnic  Albanians  and  Serbs 
locked  up  In  Ramboullet  for  at 
feast  a week  of  peace  talks  are 
not  the  first  to  be  confined  to  the 
ISth-cenfory  chateau  outside 
Paris.  The  castle  has  a long 


history  of  eminent  guests  - and 
prisoners. 

Franqois  1 died  in  RambouiUet 
in  the  16th  century  white  being 
held  in  one  of  its  towers  and 
Napoleon  Bonaparte  confined  his 
second  wife,  Maria-Louise,  there 
while  Intending  to  marry  a third. 
His  dastardly  plan  backfired 
though; -she  escaped  and  married 
a Roman  nobleman. 

Chris  Hill,  the  US  envoy 
leading  the  west’s  mediation 
efforts, -has  made  it  dear  he  will 
set  a “vigorous  pace*  with  no 
time,  he  says,  for  volleyball  or 
table  tenn{£  The  29  delegates, 
kept  apart  on  two  floors,  are  not 
allowed  to  leave.  How  times  have 
changed  since  the  1970s  when 
former  French  president  Giscard 
I d'Estalng  staged  hunting  parties 
for  African  dignitaries  in  nearby 
forests. 

This  decade's  dignitaries  will 
just  have  to  content  themselves 
with  examining  relics  of  a bygone 
age  - Napoleon's  copper 
baihtub  and  M arie- Antoinette’s 
oak- lined  boudoir  for  example. 

Hostage  to  fortune 

Now  here's  a bright  idea  from 
Peru,  “the  land  of  marvels". 

Plans  are  afoot  to  transform  a 
rocky  islet  dose  to  Lima's  port  of 
Callao  into  a $1bn  tourist 
complex  - complete  with  a 
rather  unusual  attraction. 

Charmless  San  Lorenzo’s  chief  , 
claim  to  fame  - apart  from  a 
small  naval  base  and  heaps  of 
seabird  guano  - is  having  served  , 


briefly  as  the  prison  of  Abimael 
Guzman,  founder-leader  of  the 
bloody  Sendero  Luminoso 
guerrilla  movement  After  his 
capture  in  1992,  Guzman  was 
held  there,  interrogated  and 
sentenced  to  life  imprisonment 

Now  Peru’s  new  cabinet  chief 
and  economy  minister  Victor  Joy 
Way  wants  to  offer  tourists  a 
gamut  of  leisure  and  sporting 
activities.  But  more  imaginative 
promoters  reckon  the  biggest 
draw  could  be  Guzman  himself  - 
dad  in  his  horizontally  striped 
suit  and  held  Inside  the  cage 
used  to  transport  him  from  San 
Lorenzo  to  his  high-security  . 
home  in  Callao.  And  the  entrance 
fees?  They  could  help  repay  his 
debt  to  society. 

Thai  teeth 

The  key  to  near-immortality  is  - 
keeping  your  home  tidy.  That's 
one  of  the  tips  from  Thailand's 
health  ministry,  which  has  just 
released  a long  and  fascinating 
fist  of  “simple  secrete  to 
longevity".  Beyond  the  usual 
hints  like  low-fat  diets  and 
avoiding  narcotics,  the  Thais 
have  come  up  with  others 
maintain  a moral  lifestyle  and 
keep  your  clothes  dean.  Oh,  and 
don’t  forget  cleaning  your  teeth 
twice' a day. 

The  “secrets'  are  based  on  a 
1996  survey  of  156  Thais  aged 
100  or  more.  If  they  keep  . 
themselves  clean  they  may  be 
alive  and  locking  well  Into  the 
next  century. 


200  and  400  mainstream  models. 
It  was  their  lade  of  market  suc- 
cess which  lay  at  tbe  heart  of  the 
group’s  most  recent  problems, 
including  tbe  continuing  uncer- 
tainty over  the  future  of  the 
Longbridge  plant  in  Birmingham 
where  they  are  built 

A new  Mint  is  due  late  next 
year.  And  pending  decisions  by 
BMW’s  new  management  in  the 
next  fortnight,  replacements  may 
also  be  approved  for  the  200  and 
400.  Meanwhile.  Land  Rover  out- 
put, buoyed  by  the  new  Free- 
lancer entry-level  model,  soared 
to  about  170X100  units  last  year. 

But  Rover  is  only  one  of  the 
issues  faring  BMW’s  new  bosses. 
In  recent  years,  even  the  parent 
company  bos  come  under  greater 
pressure  as  rivals  have  moved 
upmarket  to  challenge  its  terri- 
tory and  diversified  into  new 
niches. 

BMW's  cars  seem  to  be  as 
attractive  as  ever.  Sales  reached 
a record  last  year,  although  tbe 
group  warned  profits  would  not 
match  tbe  DM1.25bn  of  1997 
because  of  tbe  problems  at  Rover. 
The  UK  carmaker  is  expected  to 
lose  at  least  DMlbn  ($590m) 
based  on  BMW's  conservative 
accounting  standards,  because  of 
falling  sales,  restructuring  costs 
and  the  strong  pound. 

But  BMW  no  longer  dominates 
the  market  for  sporty  executive 
cars.  VWs  upmarket  Audi  brand 
has  used  engineering  imagina- 
tion and  design  flair  to  develop 
viable  competitors.  Even 
Mercedes-Benz  has  sloughed  off 
its  staid  image  by  diversifying 
into  new  models  to  attract 
younger  buyers. 

But  it  is  the  Daimler-Benz 
parent  company  that  has  really 
changed  the  rules  of  the  game. 
The  creation  of  DaimlerChrysler 
has  forced  every  carmaker  to 
reassess  assumptions  about  opti- 
mum size  and  economies  of  scale. 
Many  executives  say  farther  con- 
solidation is  inevitable. 

Tbe  stress  on  synergies  has 
also  cast  further  doubts  over  the 
BMW-Rover  link.  Many  car- 
makers, led  by  VW,  have  ration- 
alised their  products  in  favour  of 
a restricted  number  of  “plat- 
forms" - the  basic  engineering 
structures  of  a vehicle  - on 
which  different  bodies  can  then 
be  built  The  platform  for  VWs 
volume-selling  Golf  hatchback 
will  eventually  sprout  12  distinc- 
tive variants  for  the  group's  four 
main  brands,  VW,  Audi,  Skoda 
and  Seat 

There  is  no  scope  for  such  syn- 
ergies at  BMW  and  Rover.  The 
two  companies'  models  are  based 
on  fundamentally  different  drive 
technologies.  While  BMW  prefers 
rear-wheel  drive  vehicles.  Rovers 
- apart  from  Land  Rover  - are 
all  front-wheel  drive.  While  some 
components  can  be  shared,  the 
scope  for  VW-scale  synergies  is 
non-existent 

BMW  argues  the  industry’s 
current  fad  for  high- volume  plat- 
forms is  misplaced.  According  to 
Mr  Pischetsrieder  and  Mr  Reitzle, 
carmakers  can  also  make  money 
building  fewer  cars  per  platform, 
as  long  as  they  are  in  a market 
segment  where  margins  are  suffi- 
ciently high. 

Both  men  also  maintained  that 
BMW,  which  including  Rover 
made  almost  i-gm  vehicles  last 
year,  was  big  enough  to  survive 
industry  consolidation.  As 
recently  as  last  month’s  Detroit 
motor  show,  Mr  Reitzle  main- 
tained: “We  have  the  critical 
mass  in  all-important  areas  of 
our  business.” 

Similar  confidence  has  been 
expressed  by  the  Quandts.  But 
with  a new  driver  at  the  wheel 
and  an  industry  moving  steadily 
towards  concentration,  such 
statements  will  not  be  enough  to 
keep  the  predators  at  bay. 


100  years  ago 

Peace  Treaty  Ratified 
Washington,  6th  Feb.  The 
Senate  has  ratified  the  peace 
treaty  with  Spain  by  a majority 
of  three  votes  beyond  the 
necessary  two-thirds,  the 
figures  being  57  against  27.  A 
feeling  of  intense  though 
suppressed  excitement 
prevailed  in  that  part  of  the 
Capitol  where  foe  Senate 
holds  Its  sittings.  The  galleries 
were  thronged  before  the 
opening  of  the  sitting.  Senator 
Gorman  expressed  the  view 
that  the  battle  at  Manila  was 
but  the  beginning,  if  the  treaty 
ware  ratified,  he  said,  war 
would  follow,  lasting  for  years 
and  costing  many  Bves  and 
millions  and  millions  of  public 
money. 

50  years  ago 

Prospects  in  China 
Although  the  make-up  of  the 
new  Chinese  regime  is  far 
from  dear,  observers  are 
trying  to  envisage  the  future. 
Reports  from  Haig  Kong  all 
point  to  the  complete  collapse 
of  the  Kuomintang  regime.  Yet 
this  British  Colony  is  by  no 
means  pessimistic  over  Its 
prospects.  It  is  obvious,  of 
course,  that  In  a backward 
country  (See  China  private 
enterprise  cannot  be 
obliterated  without  crippling 
the  already  feeble  foundations 
of  the  economy. 
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Euro  party  poopers 


Buropboria  did  not  last  long.  Just  a day, 
in  fact  Five  weeks  after  its  launch,  the 
euro  has  slid  4 per  cent  against  the  dollar. 
Not  a groat  birth  for  what  many  believed 
would  be  a strong  currency. 

The  explanation  for  the  euro's  weakness 
can  be  summed  up  in  a single  word; 
growth.  The  US  economy  is  storming 
ahead,  as  evidenced  both  by  Friday's  non- 
farm  payroll  figures  and  the  acceleration 
of  growth  in  the  fourth  quarter  of  1998. 
Meanwhile,  hopes  that  the  euro-zone  was 
about  to  pick  up  have  been  dashed  yet 
again. 

All  this  seemingly  reinforces  the  view 
that  the  US  miracle  is  intact  while  the 
euro-zone  is  stuck  with  intractable  struc- 
tural problems.  And  that,  so  the  reasoning 
goes,  means  returns  on  investment  are 
likely  to  be  higher  In  the  US.  The  obvious 
conclusion  is  to  pile  into  US 
assets. 

The  only  problem  with  this  line  of  rea- 
soning - and  it  is  a big  one  - is  that  Wall 
Street  is  already  massively  overvalued.  If 
equities  fell  to  forge  ahead  further,  inves- 
tors will  be  less  inclined  to  buy  dollars. 
And  then  the  US's  reliance  on  foreign 
funds  to  plug  its  gaping  current  account 
deficit  will  be  exposed.  Indeed,  the  recent 
burst  in  economic  activity  could  make  the 
deficit  even  worse,  increasing  the  force  of 
the  whiplash  when  it  comes. 

For  those  who  believe  Wall  Street  is 
sustainable,  it  is  indeed  logical  to  buy 
dollars.  But,  for  others,  the  euro,  warts 
and  all,  is  a better  bet. 


Bm  exchange  rate 
spare/ 
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US  earnings 


much  fester. 

All  this  sounds  better  for  equities  than 
it  actually  is.  The  flip  side  of  robust  eco- 
nomic growth  is  the  diminishing  prospect 
of  further  interest  rate  cuts,  as  well  as  a 
weaker  bond  market  The  long  bond  yield 
has  backed  up  Cram  5 per  cent  to  5J3  per 
cent  since  early  December. 

Historically,  the  monetary  background 
has  been  more  important  than  the  growth 
outlook  in  driving  the  relative  perfor- 
mance of  shares  and  debt  When  bond 
yields  are  rising,  equities  tend  to  under- 
perform,  even  if  earnings  are  going  up  at 
the  same  time.  Add  in  the  feet  that  after  a 
one-third  rise  in  five  months,  the  S&P  500 
index  is  trading  at  nearly  27  times  fore- 
cast 1998  namings  and  stocks  continue  to 
look  expensive. 


Scottish  Power 


It  could  have  been  worse.  Now  that  75 
per  cent  of  US  companies  have  reported 
1998  results,  it  looks  as  if  namings  grew 
by  about  4 per  cent  last  year  - hardly 
sparkling,  but  not  the  decline  many  had 
forecast  during  a gloomy  autumn.  The 
saviour,  of  course,  has  been  the  seemingly 
unstoppable  domestic  economy.  After  a 
second  year  of  expansion  at  &9  per  cent, 
US  economists  are  hurriedly  raising  their 
estimates  for  the  current  year  from  2 per 
cent  to  nearer  3 per  cent 
That  would  seem  to  underpin  Wall 
Street  expectations  of  a 5-7  per  cent 
increase  in  earnings  this  year.  Sectors 
with  strong  momentum  or  easy  compari- 
sons, such  as  technology,  consumer  cycli- 
cal and  housebuilders,  are  tipped  to  grow 


Royal  Dutch/Shell 

It  would  he  easy  to  see  Royal  Dutch/ 
Shell's  plans  to  invest  billions  of  dollars 
in  Nigeria  as  proof  that  it  remains  wedded 
to  its  grand  projects.  It  fits  with  its  old 
habit  of  spending  more  and  more  to  fix  a 
problem  business,  instead  of  being  ruth- 
less - especially  in  demanding  better 
returns  on  capital  employed.  But  despite 
all  the  political,  and  ethical,  trouble  it  has 
mn  into  in  Nigeria,  this  business  is  a core 
one  for  ShelL  The  region  has  huge  low- 
cost  reserves  of  ofl  and  gas,  but  needs  a 
high  level  of  Investment 

Shell's  annual  share  of  the  Nigerian 
developments  would  cost  less  than  a 10th 
of  its  much  reduced  capital  spending  bud- 
get of  Sllbn.  The  tantalising  goals  are  to 


sailing  a telecoms  business  to  today's 
tech-crazed  market  qNrmid  be  a lot  more 
fun  for  Scottish  Power  executives  than 
rihntmng  between  Utah,  and  Oregon,  try- 
ing to  get  approval  for 'an  electricity  take- 
over. Spinning  off  Scottish  Telecom  would 
strategic  as  well  as  ftwanHai  sense. 
Many  of  the  business's  400  biggest  corpo- 
rate customers  are  Scottish.  Future 
growth  lies  in  England,  where  Scottish 
Power  does  not  own  a network  and  so 
would  have  to  acquire  one  - at  racy  mul- 
tiples - or  build  one,  thereby  duplicating 
the  networks  of  Energis  and  others. 

flotation  would  allow  Scottish  Power 
investors  to  realise  part  of  the  value, 
while  freeing  the  business  to  raise  funds 
on  its  own  account  A trade  sale  - say  to 
Energis  or  a cable  company  - with  Scot- 
tish Power  keeping  a stake  would  be  even 
better.  Scottish  Power  should  be  able  to 
extract  a premium  from  a trade  buyer,  in 
exchange  for  access  to  the  5m  homes  that 
take  its  electricity,  water  and  gas.  True, 
by  selling  now  Scottish  Power  gives  away 
potential  cross-selling  synergies.  But  it 
would  have  struggled  to  get  these  on  its 
own,  particularly  without  its  own  local 
telecoms  network. 

What  of  price?  A rumoured  price  tag  of 
£2bn  (KL28bn)  seems  too  high.  That  would 
represent  «dght  timpa  the  capital  invested 
in  the  business.  Colt  may  trade  an  double 
that,  but  its  network  offers  far  more  excit- 
ing growth  prospects.  An  equity  value  of 
between  £lbn  and  £l%bn  looks  more 
appropriate. 
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Europe  today 

Scandinavia  will  have  snow  and  wBI 
stay  very  cold,  with 
temperatures  rising  to  freezing 
point  in  Denmark.  The  Baltic  States 
win  have  steadier  snow,  which  wfS 
move  across  eastern  and 
south-eastern  Europe.  Central  and 
north-western  areas  wfiJ  have  a 
cold  north-westerly  wind  that  wM 
bring  snow,  but  earn  wffl  move  into 
western  France  and  northern  Spain. 

The  rest  of  the  Iberian  peninsula 
wffl  stay  sunny,  as  wiH  southern 
France  and  northern  Italy.  The 
eastern  Mediterranean  wffl  have 
heavy  showers  or  thunderstorms. 

Five-day  forecast 
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Scandinavia  witf  stay  very  co fcf  with 

snow  showers.  Eastern  and  f§£;#;  . J 

south-eastern  Europe  wfll  have  ; Jp 


south-eastern  Europe  wfll  ti 
steadier  snow.  Centred  and 


north-western  anas  wffl  have  snow 

shoiMM  anti  rain  will  mnua  Into  tho  i&V ' - 


showers  and  rain  will  move  Into  the 
west  and  northern  Spain  later.  The  S*4?1' 
rest  of  the  Iberian  peninsula  will  > ..?  v A 
stay  sunny  but  the  eastern  ■ 

Mediterranean  wffl  have  heavy 
showers  or  thunderstorms. 
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Index  of  multinationals 
may  be  launched  this  yean 


expand  off-shore  activities  - less  of  a 
political  to  malm  a com- 

mercial return  from  the  huge  quantities  of 
natural  gas  now  being  flared  off  during  oQ 
production.  It  is  a classic  case  of  poten- 
tially high  rewards  versus  high  political 
risks. 

Shell  investors  may  groan  and  paint  to 
various  iHwppninHtig  investments  justi- 
fied on  the  grounds  of  “long-term  commit- 
ment". Take  chemicals,  a division  that 
deserves  every  belated  swing  of  the 
restructuring  axe.  But  that  business  is 
peripheral.  If  •<shwii  Is  to  demonstrate  a 
new,  Sim  direction,  directing  its  invest- 
ment towards  its  most  promising  oil  and 
gas  positions  is  just  as  important  as  weed- 
ing out  the  poor  performers. 


By  Jn  Martinson, 
Investment  Correspondent 


The  world’s  first  index  of 
multinational  businesses  could  be 
launched  this  year,  helping  interna- 
tional investors  to  target  global  com- 
panies on  a cross-border  basis. 

Bacon  & Woodrow,  the  consul- 
tancy, Barclays  Global  Investors,  the 
world’s  largest  Index-tracking  fund 
manager,  and  FTSE  International 
are  in  to  create  the  index, 
which  would  allow  investors  to 
invest  In  global  equities  as  an  asset 
rather  tosfog  their  deci- 
sions on  a national  bads. 

The  index  could  be  launched  by 
FTSE,  part  owned  by  the  Financial 
Times,  In  the  late  summer. 

Flans  far  such  an  index  come  after 
a aeries  of  ground-breaking  cross- 
border  deals  last  year  created  a 
breed  of  multinational  firms  that 
dominate  their  local  indices. 

Investors  see  companies  such  as 
BF-Amoco  and  DaimlerChrysIer  as 
having  much  more  in  common  with 
other  global  companies  than  with 
other  UK  or  German  stocks.  The 


plans  also  go  beyond  discussion 
about  the  trend  towards  sector 
investing  in  Europe  encouraged  by 
the  introduction  of  the  single  cur- 
rency. 

Initial  research  carried  out  by 
BGUBacon*  Woodrow,  to  be  sent  to 
clients  today,  has  identified  more 
than  200  global  companies  with  more 
than  half  their  mien  derived  from 
overseas  markets.  Thera  -are  many 
mere  thnw  t-Ma  but  the  <nd«r  would . 
use  market  rapitallpflimn  flg  a dw 
filter. 

The  index  would,  differ  from  all  - 
other  world'  indices  by  identifying 
companies  on  the  basis  of  their  over- 
seas trading. 

The  final  definition  used  for  the 
eventual  index  is  still  to  be  agreed. 
But  if  successful  such  an  index  could 
herald  a significant  shift  In  investing 
behaviour  across  the  world’s  main 
markets. 

The  shift  could  be  particularly  sig- 
nificant in  the  UK.  The  research 
found  that  about  40  per  cent  of  the 
FTSE  All-Share  could  be  classified  as 
multinational 

Nlck  Fitzpatrick,  a senior  consul- 


tant at  Bacon  & Woodrow,  said  the 
merger  of  BP  of  the  UK  and  Amoco 
of  the  US,  which  created  the  OK's 
largest  company,  worth  about  8 per 
cent  of  the  UK  stock  market,  bad 
raised  serious  questions  about  the 
basis  of  . asset  liability  -nodal*  in  tfaa 
UK.  • • " V " 

Most  institutional  investors  hold  a 
fer  greater  proportion  of  their  (usds 
in  domestic  assets  because  of  the 
connection  to  tire  local  economy  and 
the  need  to  match  liabilities  in  the 
.home  currency*  "Some  of  these  very 
large  companies  have  very  tittle  to 
do  with  the  local  economy,'  said  Mr 
Fitzpatrick. 

The  existence  of  companies  like 
BP-Amoco  also  made  him  “increas- 
ingly disturbed  that  .we  are  taking 
stock  specific  risks'*.  The  average 
UK  pension  fond  invests  about  4 per 
cent  of  its  entire  fund  in  BP-Amoco 
because  of  its  weighting  in  the'  UK 
market 

In  contrast,  the.  average  fond  j, 
invests  about  4 per  cent  in  foe  tertta - 
US  stock  market,  which  inriodS-' 
Exxon  and  Mobil,  two  otto  large  oil 
groups. 
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India  to  purchase  surplus 
electric  power  from  Pakistan 


By  Pater  Hontagwo,  Ada  Editor,  fa 
London 


India  is  to  buy  surplus  electric 
power  from  Pakistan  in  a ground- 
breaking deal  that  could  signifi- 
cantly improve  their  relations  after 
decades  of  hostility  and  help  over- 
came mistrust  aroused  by  the  two 
countries’  nuclear  tests  last  year. 

Under  the  deal,  the  National  Ther- 
mal Power  Corporation,  a central 
government  body  that  can  make 
arrangements  to  pay  in  hard  cur- 
rency, will  buy  MW300  of  power  - in 
effect  the  output  of  one  medium- 
sized power  station  - annually  over 
the  next  10  years. 

The  electricity  will  be  distributed 
through  India's  grid  to  states  with  a 
shortfall. 

Speaking  In  London  Jaswant 
Singh,  India's  foreign  minister,  said 
India,  which  suffers  from  chronic 
power  shortages,  had  not  previously 
bought  electricity  from  abroad. 
This  will  go  ahead  quite  soon,”  he 

mid. 

Mr  Singh  stressed  that  Delhi  had 
the  political  win  to  proceed. 


“An  economically  prosperous, 
politically  stable,  socially  at  ease 
Pakistan  is  good  not  simply  for 
Pakistan  but  is  good  for  Indo- 
Pakistan  relations,"  be  said. 

"We'll  do  everything  that  we  can 
to  further  that  objective.”  . . 

India  and  Pakistan  came  under 
intense  pressure  from  the  US  to 
Improve  their  relationship  after  both 
sides  tested  nuclear  weapons  in  May 
last  year. 

Closer  ties  and  efforts  to  resolve 
foeir  territorial  dispute  in  Karfmiir 
are  an  essential  aspect  of  US  talks 
with  both  countries,  designed  to 
result  In  the  relaxation  of  sanctions 
imposed  after  the  tests. 

. The  World  Bank  has  encouraged 
Pakistan  to  export  power  because 
foe  proliferation  of  private  power 
producers  at  a time  of  sluggish  eco- 
nomic growth  has  given  ft  a surplus. 

Bank  rvfflHaiq  said  the  risk  of  fur- 
ther bitter  disputes  between  the 
power  producers  and  WAPDA, 
Pakistan's  state  utility,  which  buys 
electricity  from  them,  was  one  of  the 
biggest  worries  surrounding  the  lat- 
est International  Monetary  Fund  res- 


cue package  aimed  at  restoring  the 
country’s  international  finances. 
Under  the  package  WAPDA  to  sup- 
posed to  cut  its  losses,  but  it  cannot 
easily  afford  to  buy  all  foe  power 
generated  by  private  producers. 

Although  the  Indian  sale  Will  not 
absorb  all  of  Pakistan's  surplus,  it 
should  make  a noticeable  dent  and 
boost  foe  private  power  sector  in 
which  the  UK’s  National  Power  has 
extensive  interests,  industry  ana- 
lysts said. 

The  revenue,  tentatively  estimated 
at  about  S5Qm  a year,  win  also  add  to 
Pakistan’s  meagre  foreign  eachiagi 
resources.  However,  analysts  warned 
that  the  need  to  finalise  .tecfanfavl 
details,  including  the  installation  of 
a power  tine  across  the  harder  in  foL 
Punjab  state,  could  delay  imptemar? 

tatlnii  'r 

In  a further  move  aimed  at 
improving  prickly  relations  with 
neighbours,  Mr  Singh  said  India  was 
prepared  to  buy  gas  from  Bangla- 
desh. which  Is  developing  reserves 
larger  than  the  North  Sea.  It  was 
talking  separately  to  Bangladesh 
about  foe  reopening  of  a rail  link. 
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Purchase  of  a 2.5%  stake  in 
OAO  Gazprom 


USS  660  million 


Financial  Adviser  to  Ruhrgas  AG 


Dresdner  Kleinwort  Benson 
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The  Power  Continues 
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Ruftraw  AG  purchased  a 20* 
atafcefai  QAO  Gazprom  from  the 
Russian  State  on  21st  December. 
1998  at  a price  Of  USS  660  mffliou 
This  landmaik  transaction  is  the 
largest  single  equity  Invettnent  in 
a Russian  energy  company  and 
another  example  of  Dresdner 


Kleinwort  Benson's  global  expertise 
in  equities  and  strategic  advisory 
services  tor  the  oO  and  gas  sector, 
frr  farther  mformaltaa  contact 
ftankfurt  on  Tfel:  +43  69  263 16571, 
Moscow  on  Tet  +7  095  73?  3669  or 
London  on  Tefc  +44  T7I  475  B046. 
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Baptism  of  fire  for  Biyant 

John  Bryant  could  hardly  have  picked  a worse 
fme  to  take  over  as  chief  executive  of  British 
SteU.  European  steel  prices  are  at  an  all-time 
low  m real  terms,  sterling's  strength  ts  costing 
the  group  tens  of  miUions  of  pounds,  and 
severe  problems  have  emerged  in  Avesta  Shef- 
field, Its  stainless  steel  producer.  As  a result 
British  Steel  is  sat  to  lose  about  £300m  ($492ml 
this  half  year.  Page  18  ' 

Currency  marketseye  Bank  data 

Currency  markets  will 
‘ - - .-.  be  watchfna  out  tor  too 


Fed-Mogul 
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to  decide 
iritv  contest 


Week  6 


on  Lucas  V arity  contes 

TRW  awaits  new  bid  from  rival  in  fight  for  company 


g.-.  be  watching  out  for  the 
=;.  Bank  of  England's  lat- 
- ast  quarterly  Inflation 
report,  published  on 
“■  Wednesday.  Some 
.'.•  analysts  expect  it  to 
trim  Its  projections  for 
UK  economic  growth. 
The  markets  will  be 
'«  looking  for  dues  as  to 
- • whether  monetary  pof- 
aSFJSM-JJSR. .. ' . icy  may  be  eased  fur- 

ther to  stimulate  domestic  demand.  US  retail 
sales  data,  but  on  Thursday,  are  likely  to  con- 
firm the  strength  of  the  US  economy.  Page  26 

Japanese  yields  test  upper  Omits 

Could  10-year  Japanese  government  bond 
yields  be  heading  towards  5 per  cent?  As  the 
Japanese  economy  deteriorates  and  the  gov- 
ernment threatens  to  flood  the  market  with 
about  Y40,000bn  ($647bn)  of  new  bonds,  the 
thought  of  Japanese  bond  prices  falling  even 
lower  and  yields  rising  higher  is  no  longer 
inconceivable.  Page  21 

Malaysia  eases  repatriation  curbs 

Measures  to  fift  a controversial  12-month  ban 
on  foreign  Investors  in  Kuaia  Lumpur  repatria- 
ting the  proceeds  of  share  sales  appear  unlikely 
to  spur  fresh  inflows  of  overseas  cash  into  the 
market  Investors  w%  be  able  to  take  out  their 
funds  before  September  but  must  pay  an  exit 
tax  on  the  prtocfpaL  Page  23 

Europe  welcomes  low  interest  rates 

European  stock  markets  start  the  week  dev  on 
at  least  one  thing  - interest  rates  across  the 
continent  are  low  and  falling.  But  one  feature  to 
emerge  in  the  past  few  days  has  been  the 
sharp  divergence  between  the  European  and 
US  economies,  and  the  threat  that  the  Federal 
Reserve  may  have  to  raise  US  rates  to  quell 
rampant  consumer  confidence.  Page  27 

Strong  yen  weighs  on  Tokyo 

Rising  eiterest  rates  and  the  strengthening  of 
the  yen  will  weigh  heavDy  on  Investor  sentiment 
in  Tokyo  this  week.  A jump  in  long-term  rates 
and  the  currency's  rise  against  the  dollar  drove 
the  Nikkei  225. average  below  14£00  last  week 
for  the  first  time  to  more  than  two  weeks  amid 
fears  about  banks'  bond  hokfings  and  corporate 
profitability-  Page  24 
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ByWcfaaeiPafli  hJLondon 

TRW,  - the  US  specialised 
engineering  group,  wm  learn 
this. week  if  its  agreed  £4bn 
($6^6bn)  cash  takeover  of 
LucasVarity,  the  US  car 
components  maker,  will  he 
contested  by  Federal-Mogul, 
the  US  braking  systems  manu- 
facturer. 

Federal-Mogul,  which  mart* 
an  Indicative  £3-9bn  easb-and- 
s hares  bid  for  LucasVarity 
before  TRW  wade  Its  move  last 
month,  is  expected  to  decide 
within  days  whether  to  Tn«fc»  a 
hostile  counter  offer. 

Its  decision  is  likely  to  swing 
on  the  prospects  for  LucasVar- 
ity*s  near-torn  performance. 

Federal-Mogul  last -week  had 
access  to  LucasVarity  Internal 
documents.  The  UR  company 
warned  in  December  that  sales 
growth  for  the  next  15  months 
would  be  constrained  by  pro- 
duction cutbacks  at  European 
car  makers  and  lower  after- 
market flora  ami  But  Federal- 
Mogul  is  optimistic  that  it  can 


at  least  mafob  the  fflpom  of 
gains  from  synergies  that 
TRW,  which  makes  steering 
systems  and  spacecraft  equip- 
ment, expects  by  200L  ...  . 

Victor  Rice,  chief  executive 
of  LucasVarity,  has  said  .a 
takeover  by  TRW,  which  is 
offering  288p  a share,  would 
yield  greater  synergies  than 
would  be  available  via  a'  flaai 
with  Federal-Mogul. 

Federal-Mogul,  which  made 
its  indicative  offer  at  280p  a 
share.  Is  also  believed  to  he 
confident  about  its  ability  to 
sell  the  UK  group’s  aerospace 
division  for  a good  price.  The 
division  accounts  for  about  16 
per  cent  of  LucasVarity's 
annual  mire  of  £4bn. 

Dick  Snell,  chairman  and 
chief  executive  of  Federal- 
Mogul,  struck  an  optimistic 
note  about  a possible  bid.  dur- 
ing a conference  call  with 
investors  last  Thursday. 

One  investor  In  LucasVarity 
who  participated  in  the  call 
said  Mr  Snell  was  at  pains  to 
emphasise  the  strategic  sound- 


ness of  the  deal  “Be  went  out 
of  hi s way  to  condition  his 
shareholders  to  an  increased 
offer,”  said  the  investor.  He 
added  that  Mr  SneH  had  ruled 
out  an  all-cash  hid.  Federal- 
Mogul’s  indicative  offer  was 

b»W  in  wxh,  half  in  aharag 

. Federal-Mogul  shares  djpped 
6.3  per  cent  on  Thursday 
before  rallying  slightly  on 
Friday.  TRWs  stock  rose  S£ 
per  cent  on  Thursday  »nfl  fin- 
ished 55  per  cent  higher  for 
the  week. 

TRW's  offer  document, 
released  on  Saturday,  reveals 
that  it  initially  approached 
LucasVarity  last  November  to 
discuss  “strategic  options”. 
The  LucasVarity  board  decided 
on  January  19  to  move  forward 
cm  the  basis  of  TRW’s  interest 
and  proposed  bid. 

Randy  Phillips,  TRW's 
vice-president  for  corporate 
development,  hinted  that  the 
company  might  raise  its  offer 
if  necessary,  saying  its  bid  did 
not  necessarily  represent  “the 
full  value  or  the  final  value”. 


Victor  Rice,  LucasVarity  chief  executive:  befieves  that  a takeover  by 
TOW  woirfd  offer  greater  synergies  Picture:  Fergus  Wide 


Microsoft  set  to  reveal  UK  internet  link 


By  Alan  Cane  in  London 
and  Lou  tea  Kehoe  ta  California 

British  Telecommunications 
and  Microsoft,  the  world’s  larg- 
est software  group,  are  expec- 
ted to  announce  today  that 
they  are  collaborating  in  a 
venture  to  provide  their  cus- 
tomers with  wireless  access  to 
the  internet 

Neither  company  was  pre- 
pared to  comment  yesterday, 
but  it  is  understood  they  were 
in  talks  last  night  that  were 
mparipd  to  lead  to  a detailed 
agreement 

Paul  Marita,  Microsoft  group 


president  for  platforms  and 
applications,  is  expected  to 
announce  the  venture  to  a 
wireless  industry  conference 
In  New  Orleans  today. 

The  scheme  would  be  Micro- 
soft's first  move  into  telecom- 
munications in  the  UK  and  a 
challenge  to  Symbian,  a joint 
initiative  between  Motorola  of 
the  US,  Ericsson  of  Sweden, 
Nokia  of  Finland  and  Psion  of 
the  UK 

At  stake  is  the  leadership  of 
the  nascent  market  for  the 
delivery  of  information  to  sub- 
scribers on  the  move.  Analysts 
expect  the  market  to  mush- 


room as  receiving  devices  - 
essentially  elaborate  cellular 
phones  - decline  in  price  and 
increase  in  capabilities. 

Symbian  was  formed  with 
the  purpose  of  capturing  this 
market  through  the  develop- 
ment of  an  operating  system 
based  on  Psion’s  hand-held 
“organiser”  products,  thus 
denying  Microsoft  the  opportu- 
nity to  dominate  the  market 
with  its  Windows  CE  (compact 
edition)  operating  system  for 
hand-held  computers. 

The  establishment  of  Sym- 
bian was  a setback  for  Micro- 
soft, which  had  established  a 


joint  venture  with  a US  tech- 
nology company,  Qualcomm, 
to  offer  a wireless  internet  ser- 
vice to  rpTiniar  phpjiA  compa- 
nies that  would  in  turn  offer 
the  service  to  customers. 

A deal  between  Microsoft 
and  BT  would  be  a test  of 
Microsoft’s  leadership  ambi- 
tions in  wireless  data  commu- 
nications. Steve  Ballmer. 
Microsoft  president,  said  two 
months  ago  that  wireless  data 
represented  a “logical  exten- 
sion" of  Microsoft's  strategy  of 
enabling  users  always  to  be 
connected  to  their  corporate 
and  personal  information.  BT, 


which  already  has  a number  of 
business  relationships  with 
Microsoft,  is  investing  to  take 
advantage  of  the  “datawave”  - 
the  huge  growth  in  demand  for 
data  transmission. 

It  is  the  major  shareholder 
in  Cellnet,  the  US’s  second 
largest  mobile  operator,  which 
could  provide  the  nationwide 
infrastructure  for  the  Micro- 
soft venture.  Analysts  specu- 
lated that  the  two  companies 
might  be  contemplating  a joint 
application  for  a UK  licence  for 
third  generation  mobile  ser- 
vices, which  involve  cellular 
access  to  the  internet. 


Nokia  ‘wins  top  spot  in  mobile  phone  sector’ 
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By  Alan  Cane  in  London 

Nokia,  - the  Finnish  tele- 
communications group,  has 
become  the  world's  leading 
supplier  of  mobile  handsets, 
topping  Motorola  hum  a posi- 
tion it  has  held  since  the 
mobile  phone  industry  began, 
according  to  independent 
research. 

Figures  from  the  marketing 
consultancy  Dataquest  show 
that  Nokia  sold  37.4m  handsets 
in  1996,  representing  a 22J  per 
ovni  market-  share  and  an  &L5 


per  cent  rise  in  volume  sales 
over  the  year  before.  Motorola, 
the  US.  manufacturer  whose 
name  is  virtually  synonymous 
with  mobile  telephony,  sold 
823m  units,  a 19.8  per  cent 
share  but  only  a 27.6  per  cent 
improvement  in  volume-  The 
figures  confirmed  rfaimg  first 
made  last  year  by  Nokia  that  it 
had  seized  the  tap  spot  in  the 
rapidly  growing  sector. 

Ericsson  of  Sweden  filled 
third  place  with  2R8m  units 
srild,  well  abffflfl  Of  Panasonic 
of  Japan  and  Alcatel  of  France. 


Nokia’s  success  is  a result  of 
the  worldwide  popularity  of 
digital  mobile  phones,  which 
accounted  for  84£  per  cent  of 
the  163m  phones  sold  world- 
wide ixt  1998. 

Motorola  remains  the  world 
Ifjiilw  in  the  ijyiining  anal- 
ogue handset  sector  of  the 
market  because  of  sales  in  the 
US,  where  digital  telephony 
has  been  slow  to  take  off. 

Nokia  which  has  concen- 
trated on  phones  based  on 
GSM,  the  de  facto  world  digital 
standard,  saw  its  shipments 
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Ratings  score 


Is  your  effort  really  necessary? 
Analysts  and  investors  spend 
countless  hours  poring  over 
corporate  earnings  estimates 
but  the  evidence  suggests  that 
they  are  missing  the  point 

A rise  or  fall  in  an  equity 
market  has  two  components  - 
a change  in  the  earnings  of  the 
corporate  sector  and  a change 
in  the  multiple  that  investors 
are  prepared  to  pay  for  such 
Bfwifap.  it  is  the  change  in 
the  multiple  that  seems  to 

have  driven  the  long  bull 
market 

In  198L  just  before  the  start 
of  the  US  bull  market  the  S&P 
500  companies  had  implied  . 
earnings  of  $1522.  In  1368,  . _ 
IBES  International,  the 


I information  company, 

I estimates  that  SAP  earnings 
I were  S44J29.  In  other  words, 
flwrwingw  have'neariy  tripled 
over  the  long  bull  period.  Not 
bad,  but  that  equates  to  a 
! compound  growth  rate  of  just 

6.5  per  cent 

Had  the  market  kept  pace 
, with  that  eamitiES  growth, 
investors  would  have  had  a 
decent  but  not  terrific,  time.  - 
As  it  is,  the  S&P  500  rose  more 
than  900  per  cent  between  the 
start  of  1982  and  the  end  of 
1998  because  the 
price-earnings  ratio  shot  up  ■ 
from  8 to  artiemd  2R5,  based  on 
end- 1996  earnings.  Had  rtw 
rating  not  altered,  the'S&P  500 
index  would  only  be  354J. 


Other  markets  also  show  a 
divergence  between  earnings 
growth  and  market 
movements.  In  Japan,  hard 
though  it  is  to  believe, 
Datastream  figures  show  that 
corporate  earnings  have  fallen 
over  the  17-year  period.  The 
doubling  in  the  market  over 
the  period  is  entirely  due  to  an 
increase  in  the  rating. 

In  the  UK,  earnings  growth 
has  played  a much  more 
Important  role.  The  overall 
market  has  risen  842  per  cent 
since  the  start  of  1982,  which 
can  be  roughly  broken  down 
into  an  80  per  cent  increase  of 
the  market  multiple  and  a 
quintupling  of  corporate 
earnings.  Finally,  in  Germany, 


increase  dramatically  with 
enthusiasm  for  mobile  phones. 

Peter  Richardson,  Data- 
quest’s  mobile  communica- 
tions expert,  said  Nokia  bad 
concentrated  on  marketing 
and  customer  satisfaction 
rather  than  technology  and 
had  established  the  brands  as 
representing  quality,  style  and 
performance.  It  had  performed 
well  in  all  its  markets,  taking 
more  than  35  per  cent  of  the 
US  digital  market. 

The  emergence  of  Nokia  as 
the  world  leader  in  mobile 


there  has  been  a fairly 
balanced  result,  with  the 
market  gaining  630  per  cent  on 
the  back  of  a doubling  in  the 
rating  and  a tripling  in 
corporate  earnings. 

Wall  Street,  to  nobody’s 
surprise,  has  offered  the 
greatest  capital  growth  - in 
local  currency  terms  - over 
the  period.  But  if  the  markets 
had  been  judged  in  earnings 
growth  terms,  the  ranking 
would  have  been:  the  UK. 
Germany,  the  US  and  Japan. 
That  order  might  surprise  both 
the  champions  of  US  industry 
and  the  denlgrators  of  the  UK 
corporate  sector. 

There  is  no  difficulty  in 
explaining  the  increase  in 
ratings.  Bond  yields  and  short 
term  interest  rates  have 
tumbled  since  the  early  1980s, 
reducing  the  attractions  of 
alternative  asset  classes  and 
the  discount  rate  that 
investors  apply  to  future 
earnings  growth. 

History  should  sound  a few 
alarm  bells,  however.  A 
similar  exercise  was 
undertaken  at  the  end  of  1989 
by  GMO  Woolley,  the  fond 


phones  follows  the  disposal  of 
its  tyres,  cable  machinery  and 
colour  television  divisions  and 
its  exclusive  concentration  on 
telecoms.  More  than  91  per 
cent  of  its  sales  are*  now  out- 
side Finland.  In  addition  to 
handsets.  It  is  a leading  maker 
of  cellular  infrastructure. 

Dataquest 's  analysis  shows 
that,  with  325  per  cent  of 
mobile  phone  sales,  western 
Europe  was  the  world  leader 
followed  by  the  US  with  17.1 
per  cent  and  Japan  with  16J> 
per  cent 
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Bank  will 
be  first  in 
Russia  to 
default  on 
eurobonds 

By  Andrew  Jack  in  Moscow 


Unexlmbank,  one  of  Russia’s 
most  prominent  financial 
groups,  will  tell  its  eurobond 
holders  this  week  that  it  is 
defaulting  on  its  debt.  The 
move  Is  the  first  such  default 
by  a Russian  company. 

The  action  represents  a blow 
to  Vladimir  Potanin,  the  “oli- 
garch" behind  Uneximhank. 
Analysts  argue  that  the  deci- 
sion could  trigger  defaults  by 
other  Russian  groups. 

After  failing  to  meet  a cou- 
pon payment  on  Monday  last 
week,  Unexhnbank  invoked  a 
14-day  grace  period  with  its 
bondholders  during  which 
reimbursement  was  still  possi- 
ble under  the  terms  of  the 
issue. 

However,  its  advisers  subse- 
quently decided  that  there  was 
no  reason  why  eurobond  hold- 
ers should  have  any  priority 
over  other  creditors  to  the 

bant. 

Eurobonds  have  acquired  a 
sacrosanct  status  in  the  wake 
of  Russia’s  August  financial 
crisis  because  the  government 
has  pledged  that  its  eurobonds 
would  the  last  of  its  obliga- 
tions on  which  it  would 
default. 

Until  now,  Russian  busi- 
nesses with  corporate  euro- 
bonds have  also  steered  clear 
of  default.  Tatneft,  an  oil 
group,  came  close  to  a default 
but  arranged  a restructuring. 

Unexlmbank  issued  S200m  in 
eurobonds  in  July  1997  and  a 
further  $50m  in  September 
that  year.  They  come  due  In 
August  2000  and  carried  an 
annual  9.875  per  cent  COupOO, 
payable  in  two  instalments 
each  year. 

The  group  has  an  estimated 
$700m  in  debts,  plus  further 
obligations  in  forward  con- 
tracts on  which  valuations 
vary  from  9100m  to  500m. 
Discussions  about  the  precise 
figures  are  continuing  and  a 
global  plan  for  all  creditors  is 
expected  to  be  presented  over 
the  next  few  weeks. 

Late  last  year  Unexlmbank 
shifted  its  banking  assets  into 
a new  entity  called  Rosbank, 
which  also  contains  assets 
from  its  competitors  Most  and 
Mentap  banks. 

Sidanco,  the  oil  group  in 
which  Unexlmbank  held  a con- 
trolling interest  and  in  which 
the  UK  energy  group  BP  had  a 
10  per  cent  minority  stake,  is 
also  in  discussion  with  its 
creditors. 


management  firm.  GMO  found 
that  the  outperformance  of  the 
Japanese  market  over  the 
previous  20  years  was  almost 
entirely  due  to  a re-rating, 
rather  than  to  any 
fundamental  earnings 
outperformance.  And  we  all 
know  what  happened  to  the 
Japanese  market  in  the  1990s. 

One  does  not  have  to 
postulate  a repeat  of  Tokyo’s 
downfall  to  Tnakp  Hw>  rnatha 
look  difficult  for  Wall  Street 
The  S&P  500  index  has  risen 
by  a compound  annual  rate  of 
14.5  per  cent  over  the  1982-98 
period,  allowing  US  investors 
to  become  accustomed  to  very 
handsome  annual  returns. 

Alas,  the  implication  is  that 
over  the  next  17  years,  if  US 
corporate  earnings  grow  at  the 
same  rate,  the  market  multiple 
will  have  to  treble  again  (to 
around  85)  for  investors  to 
enjoy  the  same  returns.  Put 
another  way,  if  the  multiple 
dropped  back  to  the  198208 
average  of  17  by  2016,  the 
compound  annual  rise  in  the 
S&P  would  slow  to  just  3.5  per 
cent.  And  even  that  assumes 
that  US  corporate  earnings. 


which  have  been  boosted  In 
the  198246  period  by  foiling 
interest  rates  and  commodity 

prices,  can  main  tali  n their 

growth. 

There  is  also  an  economic 
implication.  The  latest 
Barclays  Capital  Equity -Gilt 
study  focuses  on  the  apparent 
discrepancy  between  the  very 
low  (on  some  measures, 
negative)  US  savings  rate  and 
demographics,  which  shows  a 
steady  rise  in  the  proportion  of 
the  population  which  should 
be  saving.  The  answer  is  that 
US  savers  feel  the  high  annual 
growth  rate  of  share  prices 
means  they  need  to  put  less 
aside  for  their  retirement; 
there  is  a negative  correlation 
between  the  savings  rate  and 
stock  market  returns. 

But  the  consequence  is  that, 
for  the  US  economic 
bandwagon  to  keep  rolling,  it 
is  not  enough  for  Wall  Street 
to  maintain  its  current  level;  it 
must  keep  riang  at  its 
previous  rate.  For  as  soon  as  it 
does  not,  US  citizens  will 
suddenly  have  to  save  more 
and  spend  less  - and  tha  t 

could  mean  recession. 
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A jump  out  of  the  frying  pan  and  into  the  blast  furnace 


Kevin  Brown  looks 
at  the  task  lacing 
John  Bryant,  the  new 
man  at  British  Steel 

John  Bryant  could  hardly 
have  picked  a worse  time 
to  take  over  as  chief 
executive  of  British  Steel. 

European  steel  prices  are 
at  an  all-time  low  In  real* 
terms,  the  strength  of  ster- 
ling Is  costing  the  group 
of  millions  of  pounds,  and 
severe  problems  have 
emerged  in  Avesta  Sheffield, 
its  stainless  steel  producer. 

As  a result,  British  Steel  Is 
set  to  lose  about  £300m  in 
the  current  half  year,  follow- 
ing a pre-tax  profit  of  £i04m 
in  the  first  half.  Some  ana- 
lysts think  it  could  lose  Up 
to  £300m  next  year. 

Giving  his  first  interview 
since  he  succeeded  Sir  Brian 
Mofiat  in  January,  Mr  Bry- 
ant insists  British  Steel  is 
pressing  ahead  with  robust 
cost-cutting  to  deal  with  its 
Immediate  problems.  But  he 
is  clearly  aware  that  there  is 
greater  interest  in  his 
long-term  strategy  for  the 
group,  which  was  widely 
regarded  as  overly  cautious 
under  the  stewardship  of  Sir 
Brian,  chief  executive  and 
chairman  since  1933. 

This  view  may  be  unfair. 
Mr  Bryant,  a career  steel- 
man who  previously  ran 
British  Steel's  strip  products 
businesses,  resists  any  sug- 
gestion that  Sir  Brian,  now 
non-executive  chairman,  was 
at  fault.  Tndeed,  he  points 
out  that  British  Steel  failed 
to  acquire  the  steel  interests 
of  Preussag  two  years  ago 


only  because  the  deal  was 
blocked  by  Gerhard  Schro- 
der, then  premier  of  Lower 
Saxony,  now  Germany's 
chancellor.  Nevertheless, 
many  observers  think  the 
group's  transformation  into 
one  of  the  world’s  most  pro- 
ductive steel  producers  since 
its  privatisation  in  1988  has 
been  marred  by  a failure  to 
grasp  growth  opportunities. 

If  Mr  Bryant  had  any 
doubts  about  whether 
growth  matters,  they  will 
have  been  dispelled  by  Brit- 
ish Steel's  ejection  from  the 
FTSE  100  in  September.  It 
was  replaced  by  Colt  Tele- 
com, which  shares  the 
group's  London  headquar- 
ters. 

Mr  Bryant's  appointment 
provides  an  opportunity  to 
rethink  the  group’s 
long-term  strategy.  But 
insiders  say  he  has  been 
quick  to  take  control,  in 
spite  of  Sir  Brian's  continued 
presence  along  the  executive 
corridor. 

Broadly,  Mr  Bryant’s  con- 
clusion is  that  British  Steel 
needs  to  reduce  its  depen- 
dence on  the  UK,  where  it 
does  about  45  per  cent  of  its 
business,  and  on  the  volatile 
business  of  making  steel 
products. 

“Having  come  through  the 
first  10  years  as  a private 
company,  we  are  in  a posi- 
tion now  where  we  really 
need  to  he  looking  to  grow 
as  a company,  and  that  may 
very  well  be  more  overseas 

than  in  the  UK,"  he  says. 

That  will  not  necessarily 
mean  retrenching  in  the  UK 
The  strategy,  he  says,  is 
about  expanding  in  North 


America  and  Europe,  and 
into  downstream  areas  such 
as  distribution,  in  which  the 
company  already  has  some 
experience. 

Mr  Bryant  would  not  say 
exactly  haw  the  group  plans 
to  expand,  except  to  confirm 
that  it  remains  interested  in 
a steel  plant  in  Katowice 
being  privatised  by  the  Pol- 
ish government. 

However,  the  group  is 
understood  to  be  evaluating 
an  independent  .steel  distrib- 
utor in  the  US,  for  which  it 
may  have  to  pay  up  to 
£500m.  It  owns  a technologi- 
cally advanced  mini-mill  in 
Tuscaloosa,  Alabama,  and  25 
per  cent  of  Trico  Steel,  a US 
joint  venture  with  LTV  and 
Sumitomo  Metal. 

Meanwhile,  the  group  is  in 
the  middle  of  a productivity 
programme  that  will  cut  the 
workforce  by  about  12,500 
over  the  five  years  to 
2002,  and  the  number  of  sup- 
pliers has  been  halved, 
saving  more  than  £50m  a 
year. 

British  Steel  is  also 
restructuring  Avesta  Shef- 
field, In  which  it  has  a 51  per 
cent  stake.  Analysts  are 
forecasting  three-figure 
losses  this  year,  much  of 
which  will  be  accounted  for 
by  one-off  restructuring 
costs. 

But  many  of  the  factors 
that  have  an  Impact  on 
short-term  results  are  out  of 
the  company's  hands.  The 
strength  of  sterling  has  been 
very  damaging,  and  every 
one  per  cent  cut  in  average 
prices  costs  it  £65m  at  the 
pre-tax  leveL 

Mr  Bryant  dearly  thinks 


the  worst  may  be  over.  The 
series  of  cuts  in  UK  interest 
rates,  which  is  probably  not 
yet  over,  should  feed 
through  eventually  into 
lower  exchange  rates.  There 
are  also  signs  that  prices 
may  soon  rise. 

Trices  at  the  end  of  the 
first  quarter  [of  1999]  are 
likely  to  be  at  their  low 
point,"  he  says.  "There  are 
certainly  signs  that  stocks 
have  been  reduced,  there 


have  been  announcements  in 
the  US  in  the  last  week  of 
price  increases  for  April 
delivery,  and  in  some  prod- 
ucts in  Europe  there  have 
been  signs  that  prices  are 
beginning  to  move  tip 
again. " 

Underlying  consumption 
of  steel  In  the  UK.  and 
Europe  has  also  held  up 
well,  giving  some  grounds 
for  hope  that  prices  might 
bounce  back  fairly  robustly 


as  oversupply  problems 
caused  by  Asian  imparts 
recede. 

However,  Mr  Bryant 
knows  that  his  term  in  the 
British  Steel  hot  seat  will  be 
judged  by  bis  success  in  ach- 
ieving sustainable  long  term 
growth.  “We  are  sensibly 
reviewing  what  we  would 
see  as  appropriate  opportuni- 
ties, and  we  are  not  going  to 
be  satisfied  with  the  status 
quo”  he  says. 


Merrill  Lynch 
holds  on  to 
research  lead 


By  Clay  Kants, 

Banking  Correspondent 

Merrill  Lynch  has  narrowly 
retained  its  top  ranking  for 
research  in  the  view  of 
finance  and  investor  rela- 
tions directors  of  the  UK’s 
largest  publicly  quoted  com- 
panies. 

The  US  investment  bank 
fended  off  a strong  challenge 
from  Warburg  Dillon  Read, 
the  UBS  subsidiary,  which 
repeated*  its  second  place  in 
the  annual  survey  by  Con- 
sensus Research  Interna- 
tional, the  market  research 
consultancy. 

WDR  kept  its  top  ranking 
for  expertise  in  corporate 
finance,  with  Schroders  run- 
ner-up again.  But  Merrill 
Lynch  jumped  to  third  from 
joint  ninth  in  1997.  On  corpo- 
rate finance  expertise  related 
to  equity  markets.  WDR  won 
again,  with  Merrill  Lynch 
and  Cazenove  joint  second. 

In  the  research  table,  the 
gap  between  Merrill  Lynch 
and  WDR  and  the  rest  oF  the 
field  widened  from  1997. 

Merrill  Lynch  came  top 
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when  directors  were  asked 
which  brokers  best  under- 
stood their  company  and 
market,  and  which  had  the 
highest  quality  analysis  and 
reports.  WDR  had  the  best 
reputation  for  working  rela- 
tionship. 

Acquisitions  in  the  sector 
had  contrasting  results. 
Credit  Suisse  First  Boston 
improved  on  the  position 
achieved  by  BZW  Securities, 
but  BT  Alex  Brown  slipped 
compared  with  the  1997 
ranking  achieved  by  Nat- 
West  Markets. 


Soundings  start  on  rail-link  bonds 


By  Charles  Batchelor, 

Transport  Correspondent 

Formal  market  soundings 
start  today  to  establish  the 
price  investors  are  prepared 
to  pay  for  up  to  £sibn  of 
government-guaranteed 
bonds  to  finance  construc- 
tion of  the  Channel  tunnel 
rail  Unit. 

The  bonds  win  be  issued 
by  London  & Continental 
Railways,  promoter  of  the 
£5.4bn,  68-mfle  link  between 
the  Channel  tunnel  and  cen- 
tral London. 

Bankers  Involved  in  the 
issue  said  the  price  is  expec- 
ted to  provide  a yield 
between  the  most  compara- 
ble existing  gilt  - a £5bn  6 
per  cent  issue  maturing  in 


2028  and  trading  on  a yield 
of  429  per  cent  - and  a £lbn 
European  Investment  Bank 
issue  trading  at  55  basis 
points  above  the  gQL 

The  issue  will  comprise 
£lbn-£l.65bn  of  bonds  matur- 
ing in  2028  and  up  to  £650m 
of  bonds  maturing  in  2088. 
Plans  for  a further  issue  of 
up  to  £lbn  of  bonds  matur- 
ing in  2010  have  been 
delayed  until  the  issue  of  the 
longer-term  bonds.  The  total 
to  be  issued  is  £2.65bn. 

Warburg  Dillon  Read  and 
HSBC  Markets,  joint  manag- 
ers of  the  issue,  said  sound- 
ings last  week  had  shown 
both  international  and  UK 
interest  in  the  2028  issue  but 
predominantly  UK  interest 
in  the  2038  issue.  Interna- 


tional borrowers  were  famil- 
iar with  30-year  issues  in 
their  own  markets  but  there 
was  no  benchmark  stock  for 
the  longer-dated  issue. 

The  banks  will  hold  gen- 
eral market  soundings  today 
before  beginning  more 
detailed  pricing  discussions 
with  potential  investors 
tomorrow.  The  bands  will  he 
priced,  allocated  and 
launched  on  Thursday  tor 
payment  a week  later. 

The  bankers  nevertheless 
believe  some  investors  will 
see  the  bonds  as  a gilt  sub- 
stitute. The  bonds  have  been 
given  AAA  ratings  by  three 
agencies:  Bloody’s.  Standard 
& Poors  and  Duff  & Phelps. 

The  bonds  will  also  be 
available  to  US  Investors 


registered  as  qualifying 
institutions  under  the  SEC 
rule  144a.  They  will  be  also 
be  available  to  small  UK 
investors  because  they  will 
eligible  tor  inclusion  in  Pep 
and  Isa  plans. 

The  three  co-lead  manag- 
ers of  the  issue  have  been 
named  as  Salomon  Smith 
Barney,  Barclays  and  Gold- 
man Sachs. 

The  idea  of  a guaranteed 
bond  issue  emerged  last 
June  when  the  government 
negotiated  a financial  pack- 
age to  rescue  the  rail  link; 
The  government  guarantee 
covers  £3.75bn  of  the  total 
coat  of  the  link  but  only 
£2.S5bn  is  required  for  the 
first  stage,  due  for  comple- 
tion in  2003. 


Ladbroke/Stakis  talks  near  conclusion 
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Bid  stories  involving  UK 
engineers  have  become  as 
regular  as  the  sun  rising.  So 
tor  the  most  common  theme 
has  been  that  a US  bidder, 
boasting  more  highly  rated 
paper  and  an  expansionist 
attitude  to  gearing,  has 
pounced  on  a neglected  UK 
peer.  But  with  Weir  rebuffing 
Flowserve.  of  the  US,  and  a 
couple  of  UK  bidders  - such  ■ 
as  TT  Group  - flexing  their 
muscles,  the  picture  is  chang- 
ing. It  is  certainly  about  time 
the  UK-based  consolidators 
came  out  of  their  shell.  They 
may  have  been  put  off  by  the 
boos  that  greeted  Siebe  in 
acquiring  BT R.  But  the  recent  bounce  in  BTR  Siebe  shares 
should  lift  that  cloud.  With  other  companies,  such  as  BBA 
and  Smiths  Industries,  seeing  their  ratings  improve  and 
interest  rates  toll,  acquisitive  ambitions  should  be  encour- 
aged. It  may  even  not  be  too  late  for  Weir  to  eat  rather  than 
be  eaten. 

Executive  Recruitment 


A good  chief  executive  is  hard  to  find,  or  so  it  seems  fin- 
some  large  UK  companies.  Five  FTSE  100  constituents  with 
a combined  value  of  £56bn  are  currently  headless,  one  since 
August  Seamless  managerial  succession  is  no  longer  the 
priority  it  was.  One  reason  is  the  growing  willingness  of 
institutions  to  oust  floundering  managers,  particularly  In 
fast-consolidating  sectors  where  botched  strategies  can  cost 
dear.  Reed  Elsevier’s  search  fen-  a CEO  follows  a tolled 
merger  attempt  last  year.  Barclays  parted  with  its  top  man 
after  a boardroom  rift  over  strategy.  The  lesson  is  that  when 
things  are  wrong,  investors  will  not  wait  for  designated 
successors  to  be  groomed . This  ruthlessness  creates  vacan- 
cies that  picky  boards  find  harder  to  fill.  Their  choosiness 
comes  partly  from  higher  corporate  governance  standards, 
but  also  reflects  the  increasingly  demanding  nature  of  the 
job.  Big  groups  with  global  strategies  are  complex  to  run. 
One  result  is  that  companies  are  more  inclined  to  look  to  the 
US,  where  managers  are  felt  to  have  a wider  perspective. 
This  can  lengthen  the  hiring  process  as  US  managers  have 
to  be  persuaded  to  relocate.  Overall,  investors  benefit  if 
companies  hire  the  right  managers.  But  pickiness  can  be 
overdone.  Glamorous  hired  guns  from  the  US  may  be  good 
hut  do  not  always  stick  around:  Dick  Brown's  short  sojourn 
at  Cable  & Wireless  springs  to  mind. 
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LineOne  considers 
scrapping  charges 


By  Paul  Tayfor 


By  David  Blackwell 


Ladbroke's  Il.Ibn  takeover 
talks  with  rival  hotels  group 
Stakis  could  come  to  a con- 
clusion today. 

Shares  in  Stakis  closed  at 
141p  on  Friday,  up  38  per 
cent  on  the  week,  after  Lad- 
broke  confirmed  it  was  In 
talks  to  buy  the  hotels  and 
casinos  group.  Stakis  said  on 


Thursday  that  it  had 
received  a bid  approach 
worth  about  140p  a share. 

Stakis  confirmed  yester- 
day that  discussions  had 
continued  all  weekend  and 
are  understood  to  be  at  an 
advanced  stage. 

If  Ladbroke  gets  a deal, 
David  Michels,  Stakis  chief 
executive,  is  likely  to  emerge 
with  a top  job  at  the  com- 


bined group.  He  ran  HO  ton 
UK  until  he  left  in  1991  to 
turn  Stakis  around  from 
near  bankruptcy. 

Stakis  is  a well  recognised 
name  in  its  home  base  of 
Scotland,  where  it  has  15 
hotels,  but  is  less  well 
known  in  England.  Ladbroke 
Is  expected  to  rebrand  the 
Stakis  hotels  as  Hilton. 

Ladbroke  owns  the  Hilton 


brand  outside  the  US  and 
operates  24  mid-market  Hil- 
ton National  hotels  in  the 
UK  .as  well  as  10  five-star 
hotels  and  four  associated 
hotels.  It  also  has  five  Lon- 
don casinos. 

Stakis  operates  54  hotels 
in  the  UK  as  well  as  22 
regional  casinos.  It  also  has 
67  Living  Well  fitness  cen- 
tres. 


LineOne,  the  UK-based 
online  information  service 
jointly  owned  by  News  Inter- 
national, British  Telecom- 
munications and  United 
News  Sc  Media,  is  expected  to 
announce-  today  that  it  is 
abandoning  its  £9.99  (116) 
monthly  subscription 
charge. 

The  move  reflects  a grow- 
ing recognition  by  some  UK- 
based  internet  service  pro- 
viders that  ft  will  be  difficult 
to  expand  their  consumer 
operations  in  the  face  of  sub- 
scription-free services  such 
as  Dixons’  Freeserve,  which 
has  attracted  lm  users  since 
its  launch  18  weeks  ago. 

LineOne,  set  up  two  years 
ago  by  News  International 
and  BT,  has  90,000  subscrib- 
ers but  has  struggled  to  find 
a viable  business  model. 
United  News  was  brought  in 
as  an  equity  partner  and 
content  provider  early  last 
year. 

Unlike  most  other  UK- 
based  internet  service  pro- 


4 


riders,  LineOne  has  tried  to 
mimic  the  big  US-based 
online  information  services 
like  America  Online  and 
CompuServe  - now  an  AoL 

subsidiary  - by  offering  its ( 

subscribers  UK-based  infor- 
motion  services  and  online 
Mcbat  rooms"  as  well  as 
internet  access. 

' However,  LineOne  has  a 
much  smaller  subscriber 
base  tban  either  AoL  or 
CompuServe  and  is  believed 
to  be  a financial  drain  on  its 
owners.  By  converting  into  a 
free  service,  LineOne  execu- 
tives hope  they  can  generate 
revenues  from  marketing 
agreements  and  other 
sources  while  expanding 
their  user  base. 

LineOne  is  not  the  only 
UK-based  internet  company 
to  face  some  tough  commer- 
cial decisions. 

The  success  of  Freeserve 
has  also  encouraged  others, 
including  the  Tesco  super* 
market  group  and  most 
recently  Arsenal,  the  foot- 
ball dub,  to  launch  subscrip- 
tion-free internet  services. 


Offtheshelfsville 


. INDEPENDENT 
INVESTMENT  BANKING 


www.granville-plc.com 


or...GR  AN  VILLE 

If  you  prefer  an  Investment  hank  which  provides 
cailormade  solutions,  come  and  talk  to  the  people 
who  help  fast  growing  companies  to  grow  even  faster. 
Call  Alex  Winter  on  +44  171  488  1212. 
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OHMORI  CO.,  LTD. 

NOTICE  ib  the  bahim  of /be 

¥1,500,000,000 

V/j  per  cent  Ctonertibfe  Bank  Dae  2001 
of 

OHMORI  CO,  LTD. 

Nader  w hereby  pven  n [dtcwv  . 

1 The  D3fctBaiiL,LimilcfLLn>ta  Breach  at  its  office  MHlUiFlwjr.+BtwdgMt 
Lanka  LC2M  2Q5  will  red  pi  from  i*»  mj<  of  Priori  pa]  Paying  Agent. 
Cunccmon  Ago*  and  Reptoceaea  Agent  In  relation  to  the  stave  asae  effective 
lidi  Modi,  1994.  The  due  MnAamn  Bonk  at  tu  office  ■ Trinity  Timer, 
9 Hum  Mott  Street.  Luwfao  El  9YT  will  be  anmined  to  the  inks  of  Principal 
Faying  A^CTL  GBwereoq  A/raK  ml  Rcptxxntatt  ARcm  m nJatroo  in  the  above 
brurefleithe  1 2*  March.  ]W. 

2 The  Daiwa  Bunt.  Unwed.  Loodon  Brandi  ai  m nffice  a Rftb  Ftoor.  J-  Braadgste. 
Leafed  EC2M  2QS  will  reap  fea  ns  rale  of  agent  far  service  of  process  in 
Kbriap  to  the  atm:  none  effective  22nd  February.  1999.  HacLaraJ  Scenario 
Limned  M ta  office  at  One  Si&  Street.  London  ECY  8 HQ  will  be  appotacd 

to  the  ink  ofnaeni  roe  wavice  of  process  in  refatkn  to  the  ibore  osae  eflecnve 

22nd  February.  !W. 

The  Dsftra  Bank,  Limited 
Fifth  Boor,  4 Rtuodgaic 

EfcnetSili  February.  1999  London  EC2M2QS 


THE  NISHI -NIPPON  BANK.  LUX 
NOTICE  to  tb*  bohUn  oftke 

u&$7omooo 

2K  per  coil  Convertible  Bonds  DneJfltt 
of 

THE  WSHJ-NTPPON  BANK,  LTD, 

Nooee  is  hereby  gjren  as  follows: 

1 ThcDaaa  BanL  Unwed.  London  Branch  otic  office  it  Fifth  Fta*  4 BrostfgMe, 
Loadoa  EC2M  2Q5  will  resign  From  its  role  of  Priadpil  hying  Agere. 
Gxncnaa  Agent  and  Replacement  Agent  tnrefeboo  to  the  shore  mneefleahe 
!2dt  Fefcnmy.  1999.  The  ante  Mantnm  Bode  at  Its  office  at  Trinity  Ibwet 

^Thorns  More  Street.  London  El  9YTuiD  be  appointed  m the  nte  of  Prindpd 
Rymg  Agere.  Conwersion  Agent  and  Rephcantw  Agent  in  rebthaw  the  riiove 
issue  effeetn^mFebrory.  1999. 

2 The  Dahw  Booh.  Udafcd,  Umdgo  Branch  «l  its  office*  Fifth  Flow,  A Broodgste, 

London  EC2M  2QS  wfll  resign  ham  hs  tide  of  agon  Hr  aenriee  of  process  bi 

relation  to  the  above  taste  effective  22nd  Mnueiy,  1999.  Hsckwood  Secretarial 
Limited  at  in  office  at  One  SO;  Street.  London  EC2Y  SHQ  will  be  nipotated 
to  the  role  of  agent  fee  service  of  process  in  tekdoe  to  the  above  {free  effective 
22nd  February,  1999. 

The  UnhraBuk.  Linked 
EuAhFfaof.dBtoadgu 

Dated;  8th  Fcbnnrj.  1999  Looks  EC2M2QS 


-J  Ireland 

U.S.$100,000,000 

Private  Placement  Issue 
Floating  Rate  Notes  1997/2000 
(CoupoaNo.28) 

Pursuant  to  Note  conditions,  notice  is  hereby  given  *«t  for 
the  interest  period  8th  February,  1999  to  &h  August,  1999 
(179  days),  an  interest  rate  of  JL2S  percent  per  annum  will  apply. 

• Amount  per  couponfNo.  2®  -U.RS2610U7 
Payable  on  the  ftb  August,  1999 
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Tim  Long-Term  Credit  Bank  of  Japan,  Limited 

— I London  Brandi 

Agent  Bank 


NOTICE  OF  PARTIAL  REDEMPTION 
7b  Koldwrs  of 

DOMUS  MORTGAGE  FINANCE  NO.1  PLC 

El 00,000,000 

Mortgage  Backed  Hoating  Rate  Notes  due  2014 

Nodes  is  hereby  garni  that  In  aecoKtance  wife  CcnMonr  5(b)  and  » o!  tm  News. 
(ssxir  tasty  gMcrotoonredaom  £700  OR  pkioipaJaiinjm  of  Mite  «iwM 
rennonty  n «Med  batow.  Thn  date  set  tor  mnojatoty  mdempuon  « Ihn  n*® 

coupon  onymare  cue  batng.  Mwcb  «.  M08.  end  m trows  w*  be  radnnmad  re  m* 
prtndpal  amount  hkMeeniotl  Intaren.  Paynwn  sol  be  reads  ngafent  Burraokv  td  d>* 
Notes,  togothor  wth  at  apnurunnrt  Coupons  rawing  n5w  the  dnfe  tel  H 
tedampllcn  at  the  cnees  a flu  Paying  Aggros,  m non  on  tw  rtatas.  On  and  ■#Bf 
Match  XL 1899.  tha  redeemed  Nates  nffcaen  to  accrue  Herat 
The  amours  of  iny  musing  unmanned  Ctwxm  ww  be  dadudad  horn  me  sun  **  •* 
payment  Any  amain  of  primps!  so  deducted  wM  t»  dm  agaow  swiendat  otw 
teteiM  mtaatog  Counts  wtthbi  fan  yean  bom  fee  ante  ot  peymort.  Tbs  rodtenwd 
Note*  wtf  bsooms  Mid  untas  proeenisd  tor  pntnw  ustfsn  ten  j'NW  <d  w 

zwOWrifnaan  am 

The  mtM  amount  dial  oft  bn  outendhgata  he  Nora  fated  beta*  hare  Bte" 

redeemed  ttSOjoaoQO. 

ThaSerttf  Numbers  «nn  tor  mandatory  iwJempuon  are  as  Moire 

..  132  *06  90B  M4  137.  .226  3M 

By:  TbaChaaa  Manhattan  Bonk 
London.  Principe!  Paying  Agent 

end  Reference  Agent 
Febiuary&isss 
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transformation  of  Houston  Industries  and  its 
subsidiaries  into  one  strong,  energy  services  company. 


It’s  the  culminationof  years  of  work. 
Out  of  Houston  Industries’  steady 
expansion  in  size  and  in  capabilities, 
a new  company  has  emerged. 

We  are  no  longer  various 
electric  and  natural  gas  entities  with 
many  names.  Instead,  we  are  one 
strong,  national  and  international 
energy  services  company  with 
expertise  across  the  energy  spectrum. 
We’re  Reliant  Energy,  the  4th  largest 


energy  services  company  in  the  U.S. 

Since  1866  we’ve  invested  in 
our  company’s  growth.  Today,  we’re 
the  one  to  choose  when  looking  for  an 
energy  investment.  Our  fast-growing 
capabilities  in  power  generation, 
trading  and  marketing,  and  the  wide 
range  of  energy  services  we  provide, 
ensure  our  position  as  a leader  in  the 
industry  for  years  to  come. 

True,  our  name  is  new.  But  our 


proud  heritage,  commitment  to 
strategic  growth  and  aggressive 
pursuit  of  the  future  remain 
the  same. 


\Reliant 

'\\  Energy. 


Effective  February  8, 1999,  HOU  will  trade  as  REI. 


Reliant  Energy  HL&P  • Reliant  Energy  Minnegasco  * Reliant  Energy  Entex  • Reliant  Energy  Arkla 
Reliant  Energy  Retail  Group  • Reliant  Energy  Wholesale  Group  • Reliant  Energy  International 
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AIRLINES  RUSSIAN  CARRIER'S  PROFITS  ARE  EXPECTED  TO  HAVE  HALVED 


Aeroflot  launches  loyalty  programme 


By  Andrew  Jack  hi  Moscow 


Aeroflot.  Russia’s  largest 
airline,  is  to  launch  a “fre- 
quent flyer"  loyalty  pro- 
gramme In  March  as  part  of 
an  effort  to  raise  passenger 
numbers  and  boost  the  qual- 
ity of  its  services  to  match 
those  of  rival  foreign 
carriers. 

The  decision,  which  was 
delayed  by  the  financial  cri- 
sis last  August,  comes  as  the 
, group  prepares  to  unveil  pre- 
I Ilminary  results  for  1908 
today  which  are  expected  to 
show  net  profit  down  more 
than  half  to  $15-3m. 

Turnover  in  the  wake  of 
the  crisis  was  stable  at 
S1.46bn,  the  same  as  in  1997 
but  well  behind  target  The 
growth  in  traffic  also 
increased,  considerably  less 
than  expectations  over  the 
12-month  period,  with  pas- 
senger numbers  rising  from 
3.9m  to  4.5m  and  volumes 
from  1.86m  to  1.99m  tonne- 
kilometres. 


Last  week,  the  board 
ratified  a decision  to 
streamline  Its  top 
management  cutting  down 
the  number  of  members  on 
Us  executive  committee  from 

20  to  15  and  reducing  the 
level  of  the  most  senior 
executives  below  the 
managing  director  from  sir 
to  two. 

It  also  suspended  the 
director  of  the  commercial 
department  and  his  deputy 
after  allegations  of 
wrongdoing  identified  by 
internal  auditors  but  which 
were  denied  by  the  two  men 
concerned. 

The  move  was  seen  by 
many  observers  as  an 
attempt  to  sideline  the 
Influence  of  Boris 
Berezovksy,  the  powerful 
Russian  business  “oligarch'’ 
who  was  close  to  the  family 
of  President  Boris  Yeltsin 
but  has  become  the  focus  of 
increasing  criticism  by  the 
government  of  prime 
minister  Yevgeny  Primakov 


Joint  venture:  the  first  Riisstan-Amerfcan  cargo  aircraft,  the  B-9CT,  presented  Jn  Aeroflot  01 mry 


Aeroflot’s  expenditure  for  commercial  plan  for  the 
1998  was  almost  unchanged  coming  two  years.  In  its 


over  the  past  few  weeks.  approved  last  week  a The  Russian  state  owns  51 
Aeroflot’s  expenditure  for  commercial  plan  for  the  per  cent  of  Aeroflot,  with  the 
1998  was  almost  unchanged  coming  two  years.  In  its  remainder  held  by  employ* 
at  $l.4bn,  while  gross  profits  forecast  for  1999,  it  predicts  a ees.  Individuals  and  both  for- 
feii  from  547m  to  $33m_  The  further  drop  in  turnover  to  eign  and  domestic  institu- 
accounts  showed  a tax  $l.4bn,  offset  by  charges  tions.  A further  partial 
charge  of  517.3m.  down  from  down  to  $L3bn.  That  would  privatisation  has  not  so  far 
524.2m  in  the  previous  allow  it  to  return  its  net  been  scheduled  by  the  gov* 
period.  profit  to  1997  levels  at  eminent  during  the  current 


period. 


The  group's  board  also  538J9m. 


Viag  to  buy  out  Sale  of  Ionian  Bank  goes 
minorities  in  ahead  despite  concerns 


strategy  change 


By  Kerin  Hope 


By  Ratfi  Attis  in  Bonn 


Viag.  the  Munich-based 
conglomerate,  is  planning  to 
buy  out  minority  sharehold- 
ings worth  up  to  DM2bn 
(CLQ2ba  $Ll5bn)  in  some  of 
its  main  subsidiaries  to  belp 
boost  the  benefits  of  its 
planned  merger  with  Alu- 
sulsse  Lonza,  the  Swiss 
industrial  group. 

The  decision  marks  a 
change  of  approach  by  Viag, 
one  of  the  strongest  adher- 
ents In  Germany  to  a diversi- 
fied conglomerate  strategy. 
Previously  Viag  deliberately 
sought  listings  for  subsid- 
iaries to  increase  transpar- 
ency and  provide  funds  for 
acquisitions. 

Separately,  Viag  confirmed 
that  plans  to  sell  KIBckner  & 
Co.  its  steel  trading  busi- 
ness, bad  been  delayed  fol- 
lowing the  collapse  of  talks 
with  Thyssen  Handelsimion 
In  DtisseldorL  Viag  blamed 
the  downturn  in  the  steel 
business  and  hinted  it  would 
wait  for  a recovery  In  the 
market  before  again  seeking 
a buyer. 

Wilhelm  Simson,  Viag 
chairman,  said  that  despite 
sceptical  reaction  by  finan- 
cial  markets  to  the  Alusuisse 
merger  he  remained  “con- 
vinced that  we  will  be  more 
successful  in  the  long  term 
with  a diversified  structure". 

However,  Mr  Simson  said 
synergy  benefits  would  be 
“more  readily  exploited " by 
increasing  Viag’s  stakes  in 


partially  owned  subsidiaries. 
That  could  cover  Gerrishei- 
mer  Glas  and  Schmalbach- 
Lubeca,  its  packaging  sub- 
sidiaries, as  well  as  SKW 
Trostberg  and  Goldschmidt, 
its  chemicals  businesses. 

His  comments  sent  shares 
in  the  subsidiaries  sharply 
higher  on  Friday.  “If  they  do 
it  at  the  right  price,  it  could 
well  add  value,"  said  Martin 
Dixon- Ward,  analyst  at 
Flemings  Securities  In  Lon- 
don. Mr  Simson,  chairman  of 
Viag  since  last  July,  oversaw 
the  partial  flotation  of  SEW 
Trostberg  when  he  worked 
there  between  1989  and  1998. 

Earlier  this  year,  Viag 
increased  its  stake  in  Gold- 
schmidt from  56^3  per  cent 
to  83.1  per  cent  Its  priority 
is  now  likely  to  be  increas- 
ing its  51  per  stake  in  Ger- 
rlsheimer  Glas  to  increase 
synergies  with  Alusnisse’s 
glass  activities  in  the  US. 

Viag  is  in  less  of  a rush  to 
increase  its  holding  in  SEW 
Trostberg.  where  immediate 
benefits  are  less  obvious. 

Sergio  Marchionne,  chief 
executive  of  Alusuisse,  said 
the  aim  was  to  strengthen 
management  across  the  com- 
. bined  group.  Baying  out  the 
minority  shareholding  was 
“a  medium-  to  long-term 
objective"  which  might  not 
be  possible  in  all  cases. 

Viag  and  Alusuisse  share- 
holders’ meetings  are  sched- 
uled for  late  May.  The 
merger  ia  expected  to  be 
completed  in  August. 


Bidding  opens  today  far  a 
majority  stake  in  Greece's 
state-owned  Ionian  Bank 
amid  concern  over  the  artifi- 
cial inflation  last  year  of  its 
balance  sheet  by  a single 
transaction  involving  a 
Greek  mutual  fund. 

I National  Mortgage  Bank,  a 
subsidiary  of  state-controlled 
National  Bank  of  Greece,  the 
{ country’s  biggest  banking 
group,  deposited  Dr550bn 
($lB3bn)  of  its  mutual  fund 
customers'  money  under  its 
own  Tiflmp  with  Ionian’s  Lon- 
don branch. 

The  money  was  immedi- 
ately loaned  harfr  to  NMB 
under  a swap  arrangement 
used  by  Greek  mutual  funds 


to  boost  returns  by  exploit- 
ing tax  differences  between 
interest  earnings  in 
drachmas  and  foreign  cur- 
rency. 

The  back-to-back  transac- 
tion accounted  for  20  per 
cent,  of  Ionian’s  assets  and 
two-thirds  of  non-retail 
deposits,  and  raised  Ionian’s 
market,  share  from  6A  per 
cent  to  8 per  cent 

Athens-based  analysts  said 
the  swap  arrangement  was 
“a  typical  mutual  fund  deal” 
although  the  stag  was  unusu- 
ally large.  NMB's  mutual 
fond  would  normally  be 
expected  to  channel  foreign 
currency  transactions 
through  its  parent  group 
NBG. 

Ion  tan's  corporate  deposits 


and  lending  tell  significantly 
after  a six-week  strike  last 
spring  by  employees  protest- 
ing against  its  planned  pri- 
vatisation. 

A tender  offer  to  sell  51 
per  cent  of  Ionian  collapsed 
In  August  when  EFG  Euro- 
bank. the  only  qualified  bid- 
der, offered  less  60  per 
cent  of  the  stock  market 
price.  J.P.  Morgan  was 
selected  as  adviser  to  handle 
a negotiated  sale  of  51  per 
cent  of  Ionian  offered  by 
Commercial  Bank,  its  permit 
group. 

The  loan  arrangement 
with  NMB,  which  matured 
before  the  end  of  1998,  was 
not  likely  to  affect  a Greek 
bank’s  enthusiasm  for 
acquiring  Ionian 


Finansbanken  cautious 


By  Valeria  SkfiU  in  Oslo 


Finansbanken.  a Norwegian 
private  bank,  baa  cast  doubt 
over  a proposed  NKrl.6bn 
(5209m)  takeover  bid  by 
Storebrand,  Norway’s  lead- 
ing insurer,  by  advising 
shareholders  to  wait  before 
accepting  any  offer  this 
week. 

The  less  than  whole- 
hearted endorsement  comes 
only  weeks  after  Ffnansban- 
ken  indicated  its  support  for 
the  hid.  The  board  has 
changed  its  stance  because  it 
believes  Storebrand's  bid 
undervalues  the  company. 

The  latest  .development 
could  jeopardise  another 


Nordic  financial  merger, 
some  analysts  say.  Svenska 
Handelibanken.  Sweden’s 
leading  lender,  lost  a bidding 
war  in  December  against 
Den  Danske  Bank  of  Den- 
mark’s in  a proposed 
NEriLSbn  takeover  of  Fokus 
Bank  of  Norway. 

Storebrand  has  already 
secured  approval  of  67  per 
cent  of  flie  shareholders, 
including  their  own  hold- 
ings. They  still  must  secure 
23  per  cent  of  Finansbanken 
shareholders  by  the  bid 
deadline  this  Friday  to  reach 
the  necessary  90  per  cent 
majority  for  taking  over  Fta- 
anibankan. 

But  Finansbanken  said 


Storebrand's  NKr40  a share 
bid  does  not  represent  the 
“strategic  value"  of  the 
shares  through  a buyout  and 
wants  the  remaining  unde- 
cided shareholders  to  wait 
until  the  deadline. 

Some  analysts  bad  valued 
Finansbanken  at  NEr50  a 
share.  However,  the  market 
is  now  expecting  Finansban- 
ken shareholders  to  accept 
the  NKr40  offer  as  the  dead- 
line draws  near  and  Store- 
brand  has  a strategic  10  per 
cent  blocking  share  in  fin- 
ansbanken. 

Storebrand  said  ft  felt  its 
current  bid  is  a fair  price 
and  has  no  current  plans  to 
make  a higher  offer. 


Financial  Times  Surveys 


Switzerland 


Monday  March  22 


HICKS 

MUSE 


For  further  information,  please  contact: 


or  John  Rolley  in  Geneva 
Tel:  +41  22  731  1604 
Fax:  +41  22  731  9481 
email:  john.rolley@FT.com 

Kirsty  Saunders  in  London 
Tel:  +44  171  873  4823 
Fax:  +44  171  873  3204 
email:  kirsty. saunders@FT, com 


Alcatel 
strengthens 
links  with 
Motorola 


iUW10 


• -.isr  +#  . . 


By  David  Owm  la  Paris 


Alcatel  of  France  and 
Motorola  of  the  US  are 
extending  their  co-operation 
in  mobile  telecommunica- 
tions infrastructure  with  an 
agreement  to  work  together 
to  develop,  market  and 
deliver  integrated  CDMA 
digital  network  infrastruc- 
ture - a mobile  standard 
used  widely  to  the  US  - to 
customers  worldwide. 

The  deal  strengthens  the 
French  company's  ties  with 
one  of  the  leaders  of  the 
$40bn-a-year  wireless  infra- 
structure market  et  a time 
when  it  has  been  considera- 
bly weakened  by  advene 
reaction  to  an  unexpected 
September  profit  warning. 

The  two  companies  will 
also  jointly  develop  a new* 
generation  so-called  UMTS 
mobile  communications  net- 
work. Alcatel  said  this 
aspect  of  the  deal  would  cot 
costs  and  reduce  the  time- 
needed  to  bring  the  new 
technology  to  market 
“By  collaborating  with 
Motorola  oh  UMTS,  we  have 
the  opportunity  to  deliver 
the  first  systems  complying 
to  UMTS  standards  while 
ensuring  an  efficient  and 
cost-effective  use  of  BAD 
resources."  said  Jo  Cornu, 
chief  operating  officer. 

An  extension  of  the  two 
companies’  collaboration, 
which  began  two  years  ago, 
had  been  widely  expected  by 
analysts  since  last  year’s 
acquisition  by  Alcatel  of 
DSC  Communications, 
another  US  telecoms  equip- 
ment group  which  had  a 
strong  technology-based 
relationship  with  Motorola. 

The  French  company, 
armed  with  a strong  balance- 
sheet  after  big  recent  capital 
gains,  is  expected  to  con- 
tinue on  the  acquisition  trail 
this  year  in  a bid  to 
strengthen  its  hand  in  an 
exceptionally  fast-moving 
sector.  It  recently  served 
notice  ft  was  working  on  two 
or  three  multi-million  dollar 
purchases  aimed  at  strength- 
ening its  position  in  inter-  ' 
net-related  technologies. 

Under  the  new  deal.  Moto- 
rola is  to  offer  customers 
Alcatel’s  SL2  switching  plat- 
form for  mobile  swindling 
centre-based  CDMA  net- 
works, while  the  French 
group  will  add  Motorola’s 
CDMA  radio  base  stations 
and  base  station  controllers 
to  its  portfolio. 

Alcatel  said  the  US  group 
had  committed  to  buying 
close  to  glbn  worth  of  its 
equipment  over  four  years. 

It  said  that  by  sharing  UMTS 
research  and  development 
with  Motorola,  it  would  be 
able  to  halve  the  number  of 
engineers  on  the  project  and 
save  FFT25Qm  (€38m,  ggLBm} 
a year  over  three  years. 
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$4,100,000,000 


limited  Partnership  Fund 


or  Ernst  Jenny  in  Schwanden 
Tel:  +41  556  443  070 
Fax:  +41  556  443  076 


Hicks,  Muse,  Tate  & Furst 
Equity  Fund  TV,  L.F. 


FINANCIAL  TIMES 


No  FT,  no  comment. 


A partnership  organised  to  make  private  equity  and  equity-related 
invtifctmenis  In  acquisitions  of  a diversified  portfolio 
of  businesses  in  a wide  range  of  industries. 


DEM  300,000,000 
CARIPLO 

Floating  Rate  Depositary 
Receipts  of  1997/2002 
XS0078851S94 


Interest  Rata  320125% 

Interest  Period  February  tffl.  1999 


Way  TO,  1080 

Merest  Amount  due  on 
May  10, 1999  per 

DEM  10.000  DEM  Ht>» 


Speculate  and 
accumulate. 


Helix  Associates 


This  announcement  appears  as  a matter  of  record  only. 
HeBx  Associates  arranged  for  the  private  ptaesment  of  ftrrfted 
parmwsftfe  trrtwsts  outsUB  0w  United  States  for 
Hfc**  Muse,  Tata  & Rirsf  Equity  Fund  IV.  LP. 
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NEWSDIGEST 


TELEVISION 


CME  set  to  $ell  MobilRom 
stake  to  France  Telecom 

Central  European  Media  Enterprises  (CME),  the 
Bemuda-baaed  jrryestor  in  east  European  television  sta- 
gre  founded  by  Ronald  Lauder,  the  billionaire  heir  to  the 
Est6e  Lauder  cosmetics  empire,  is  today  expected  to 
announce  the  sale  of  its  9.75  per  cent  stake  in  MoMRom, 
ttte  Romanan  mobile  telephone  operator,  to  France  Tete-  '' 
own.  This,  together  with  France  Telecom's  expected  . 
acquisition  of  a further  10  per  cent  stake  in  MobilRom  : 
from  local  shareholders,  wifi,  lift  thb  French  company's 
stake  in  the  Romanian  operator  to  about  71  per  cent 

CME,  which  is  listed  on  the  Nasdaq  stock  exchanoe 
acquired  its  stake  In  MobilRom  in  1990.  for  $11. 8m.  In  a 
report  published  last  year,  France  Telecom  valued  Its 
MobilRom  business  between  Sl.lbn  and  $1.8bn.  In  1998 
MobilRom  was  ebitda  positive  to  the  tune  of  $20m.  It  is 
understood  that  CME  will  not  disclose  any  financial  details 
of  the  transaction. 

The  sale  follows  CME’s  disposal  test  December  of  Its 
stake  In  the  Polish  television  station,  TVN,  to  its  local  part- 
ner, International  Trading  and  Investment  Holdings.  CME 
recorded  a write-down  of  $?5m  as  a result  CME’s  shares 
dosed  at  $7  on  Friday.  Joe  Cook,  Bucharest 

PHARMACEUTICALS 


Hayfever  drug  lifts  UCB 

Strong  sales  of  Zyrtec,  the  anti-hayfever  drug,  helped  Bel- 
gian pharmaceuticals  and  chemicals  group  UCB  report  a 
50  per  cent  Increase  In  pre-tax  profits,  from  BFr8.39bh  to - 
BFr9.75bn  (€2 42m,  $2 73m).  This  is  the  third  year  running 
that  profits  have  risen  by  more  than  30  per  cent  Net  prof- 
its Increased  12  per  cent  to  BFr6.45bn,  after  exceptional 
losses  of  BFrfSOOrri  including  restructuring  provisions  in 
Spain  and  the  UK,  and  a provision  for  legal  costs  In  a US 
patents  case.  Georges  Jacobs,  chairman,  said  he  could 
not  guarantee  a fourth  successive  year  of  30  per  cent 
profits  growth  this  year,  but.  forecast  at  least  a double-digit 
full-year  Increase. 

UCB,  which  has  developed  Zyrtec  Into  Europe’s  leading 
anti-allergy  drug,  said  it  hoped  to  launch  its  new  epilepsy 
drug  levetiracetam,  provisionally  brand-named  Keppra, 
next  year.  It  filed  applications  for  regulatory  approval  In 
Europe  and  the  US  last  month,  Mr  Jacobs  said  he  hoped 
the  new  chug  would  achieve  annual  sales  of 
BFrSbn-BFr8bn.  Zyrtec  continued  to  account  for  the  bulk 
of  pharmaceuticals  sales,  which  increased  13  per  cent  to 
BFr30bn,  generating  a 49  per  cent  Increase  in  profits  to 
BFr6.6bn.  Nell  Buckley,  Brussels 


- RAILWAYS 


Tranz  Rail  slips 


Tranz  Rail  Holdings,  the  Australasian  railway  company,  has 
said  difficult  trading  conditions  In  New  Zealand  were 
rasponsfole  for. a fall  in  net  profit  from  NZ$21  -5m  to 
NZ$13.1  m (US$7.23m)  in  the  six  months  to  December  31. 
Operating  profits  for  the  period  were  NZ$27. 4m.  The  com- 
pany, a subsidiary  of  Wisconsin  Central,  reported  that  total 
revenues  were  virtually  statics  at  NZ$283m.  Ed  Burkhardt, 
chairman,  said  there  wera^sJgns  In  the  second  quarter  tint 
the  New  Zealand  economy  was  bottorping  out  Operating  • . 
profit  In  this  period  was  NZ$1 9.8m,  helped-by  rises  Jn  ferry 
and  rad I passenger  revenues  and  a 1 per  cent  decline  in 
total  freight  carried.  Terry  HaU,  Welfington 


DIGITAL  IMAGING  : _ 

Write-offs tilt  Scitex 

Scitex.  the  Israel-based  graphic  arts  andidgital  print 
maker  struggling  to  retain  its  bating  position  In  the  world 
market,  clawed  back  into  the  black  during  the  test  quarter 
of  1998  but  ended  the  year  with  heavy  tosses,  tiw  com- 
pany said.  Following  a restructuring  programme  aimed  at 
focusing  on  Its  core  business  of  digital  pre-print  and 
graphic  arts  operations,  net  Income  for  the  quarter  totalled 
$6, 4m,  against  $5.8m  over  the  same  period  the  previous 
year.  However,  for  the  whole  year,  the  company  took  a 
heavy  loss  of  $1 11m,  compared  with  a k»rof  $1m  In 
1997.  Losses  included  a $44m  write-off  for  an  acquisition 
and  a $76.5m  charge  for  abandoning  the  digital  video' 
business.  Judy  Dempsey,  Jerusalem 


LIFE  ASSURANCE^  ;•  . • 

Swiss  Life  in  merger  talks 

Swiss  Life,  Switzeriand’s.blggest  Dfe  assurer,  Is  In  merger 
talks  with  Lloyd-Continental,  one  of  the  largest  private 
Insurance  companies  in  France,  it  said  jolting  forces  with 
Lloyd-Continental  - which  looks  set  to  report  premium  vol- 
umes of  about  FFr3 bn  (€457m,  $51 6m)  for  1998  * would 
gain  Swiss  Life  more  than  1m  new  customers  in  France 
an d make  it  one  of  the  three  leaders  in  the  French  health 
market.  Andrew  Bolger  ' 


CHINA 


SIPD  extends  offer  period 

China's  Shandong  International  l3ower  Development  which 
elected  to  push  ahead  this  week  with  Its  fisting  on  tne 
Hong  Kong  stock  market  In  the  face  of  mounting  concern 
about  the  Chinese  economy,  is  extending  Its  public  sub- 
scription by  an  extra  day  from  Friday  to  today.  Goldman 
Sachs,  lead  manager  for  the  issue,  said  yesterday  the 
company  hpd  permission  from  the  Hong  Kong  Stock 
Exchange  to  postpone  pricing  by  a day.  It  refused  to  com- 
ment on  reports  that  SIPD  might' tower  fts  price  to 
HKS1.17  a share.  ' “We  are  going  to  postpone  ttis;by  . 
day,  but  no  decision  has  been  made  on  the  pnce,  Gold- 
man said.  The  shares  are  priced  at  between  HK$1£8  and 
HKS1.73  - about  8-10  times  Its  1098  earnings.  SIPD  had 
hoped  to  raise  US$257m-US$295m  In  the  firs*  tetingtius 
year  of  H-sharae  of  mainland  enterprises  traded  on  the 
Hong  Kong  Market  An  investment  banker  at  a rival  firm 
said  the  price  was  unrealistic  and  that  many  Observers 
expected  SIPD  to  be  forced  to  tower  its  sights  to  a . 
price-earnings  ratio  of  roughly  6.8  limes  1998  earnings. 

SlPD's  Issue,  which  has  been  postponed  several  times 
since  it  was  first  proposed  almost  five  years  ago,  went 
ahead  soon  after  another  Chinese  company,  HeBonga ng 
Agriculture,  pulled  Its  US$21 9.4m  fisting  late  last  month- 
SIPD  had  the  advantage'of  the  backing  of  the  US  aectnc- 
Hy  utility.  Southern.  Company,  which  Is  to  taka  a 40  per 
cent  stake.  Rahul  Jacob,  Hong  Kong 
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COMPANIES  & FINANCE 


GOVERNMENT  BONDS  AS  THE  ECONOMY  DETERIORATES,  THE  SPEED  OF  JGB  SWINGS  HAS  STARTLED  MANY  OBSERVERS 


Japanese  yields  test  their  upper  limits 


By  QNan  Tett  in  Tokyo  and 
Arkady  Ostrovsky  in  London 


Could  19-year  Japanese 
government  band'  yields  be 
heading  towards  5 per  cent? 
Six  months  ago  the  idea- 
would  have  seemed  outra- 
geous, given  that  the  coun- 
try was  breaking  historical 
records  with  yields  below  6.7- 
per  cent  ■ 

But  as  the  state  of  the  Jap- 
anese economy  deteriorates 
and  the  government  threat- 
ens to  flood  the  market  with 
about  Y40,000bn  of  new 
bands,  the  thought  of  Japa- 
nese bond  prices  fRritng  even 
lower  and  yields  rising 
hfghw  is  no  -longer  Incon- 
ceivable. Last  week  the 
yields  on  10-year  JGB 
touched  a recent  high  of  244 
per  cent  and  same  analysts 
are 'predicting  even  more 
dramatic  upswings. 

Takeshi  Fojimaki,  branch 
manager  at  J.P.  Morgan, 
says:  “I  think  bond  yields 
could  go  to  3 per  cent  in 
March  and  even  5 per  cent 
by  the  end  of  the  year.” 

This  view  remains  an 
extreme  one:  the  consensus 
in  the  market  is  that  yields 
will  probably  remain  under  3 
per  cent  this  year.  'But  Mr 
FujimaM’s  forecast  reflects 
brooder  anxiety. 

According  to  a report  by 


Barclays  Capital,  entitled 
“ Japan:  .Apocalypse  Now”, 
the  rising  level  of  debt  and 
debt/GDP  ratio,  * means 
Japan  faces  an  unstable  debt 
situation  which  .could  have 
an  adverse  impact  on  the 
country's  credit  rating. 

Japan's  ratio  of  govern- 
ment debt  to  gross  domestic 
product  has  increased  from 
61.4  per  cent  in  1990  to 
almost  100  per  cent  last  year, 
and  according  to  Barclays' 
research  Japan  is  fast 
approaching  countries  such 
as  Belgium  and  Italy,  whose 
debt/GDP  ratio  peaked  at  135 
percent 

■ Yet  some  economists 
argue  the  yields  are  unlikely 
to  rise  much  further,  pro- 
vided short-term  interest 
rates  remain  unchanged. 
’The  extent  to  which  yields 
could  rise  depends  on  how 
steep  the  yield  curve  will 
become,"  says  David  Knott 
at  Deutsche  Bank.  "Histori- 
cally, another  50  basis  points 
on  10-year  bonds  would 
bring  the  yield  curve  to  a 
historically  steep  leveL” 

Hie  argues  that  steepening 
of  a yield  curve  can  help 
banks  to  recapitalise.  This  is 
because  banks  are  able  to 
borrow  short-term  money  at 
low  interest  rates  and 
re-invest  in  longer-term 
securities  at  higher  rates. 


"Typically,  when  a central 
bank  wishes  to  inject  profits 
into  the  banking  system,  it 
steepens  the  yield  curve," 
says  Mr  Knott.  A steeper 
curve  was  a factor  helping 
US  banks  to  boost  profits  in 
the  early  1990s  - allowing 
them  to  recapitalise. 

Kiichi  BUyazawa,  finance 
minister,  appears  very 
relaxed  about  bond  yields, 
sparking  rumours  that  the 
government  “secretly” 
wants  to  drive  yields  higher 
to  help  banks.  Such  conspir- 
acy theories  probably  give 
the  government  too  much 
planning  credit:  In  practice, 
there  is  precious  little  sense 
of  policy  co-ordination  at  the 
moment.  And  since  Japanese 
companies  tend  to  rely  more 
on  short-term  funding  than 
their  US  counterparts,  a 
steeper  yield  curve  would 
have  less  impact 

Hiroshi  Toda,  global  head 
of  debt  markets  at  Nomura, 
blames  the  steeper  yield 
curve  not  on  government 
policy  but  on  a structural 
“mismatch"  between  public 
institutions  which  want  to 
increase  long-term  borrow- 
ing and  private  investors, 
such  as  Japanese  banks,  that 
want  to  focus  on  short-term 
investments.  “I  think  that 
the  market  is  in  a transi- 
tional period  . . . We  will 


see  a steepening  of  the  yield 
curve  as  investors  try  to  find 
the  new  equilibrium,”  he 
says. 

Yet  what  has  startled 
many  observers  is  the  speed 
of  the  JGB  swings  and  their 
apparent  lack  of  relation  to 
economic  fundamentals. 
Consequently,  opinions  on 
where  the  JGB  market  may 
be  beading  next  are  now 
based  as  much  on  sociopolit- 
ical as  on  economic  analysis. 

As  Masuhisa  Kobayashi, 
analyst  at  Merrill  Lynch, 
says:  "Japan  is  now  backed 
into  a corner,  where  text- 
book economics  no  longer 
makes  seise.” 

What  has  dented  investor 
confidence,  however,  is  polit- 
ical uncertainty.  It  is  still 
unclear,  for  example,  just 
what  the  real  level  of  JGB 
supply  next  year  will  be.  The 
government  claims  that  net 
new  JGB  issues  will  be  only 
Y31,000bn.  But  this  does  not 
include  additional  spending 
measures,  or  the  large  quan- 
tities of  local  government 
debt  that  some  municipali- 
ties are  threatening  to  issue. 

Nor,  most  importantly, 
does  it  include  any  bonds 
that  might  be  issued  to  fond 
the  Y60,000bn  banking 
reform  package.  And  sugges- 
tions by  politicians  that 
Japan  should  raise  funds  to 


10-year  benchmark  bonds 
Percent 
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buy  land  or  stocks  have  fur- 
ther unnerved  the  markets. 

It  is  also  unclear  how  test 
the  government  wishes  to 
impose  reform  on  its  tradi- 
tional system  of  public 
finance.  Public  Institutions 
such  as  the  Trust  Fund 
Bureau  have  traditionally 
absorbed  about  half  the  JGB 
market.  If  the  government 
presses  ahead  with  its  appar- 
ent pledges  to  change  this 
system,  it  could  deliver  pain- 
ful new  blows  to  the  market 

Meanwhile,  even  the  gov- 
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eminent's  short-term  policy 
goals  appear  contradictory. 
Some  politicians  have 
reacted  to  the  recent 
in  bond  yields  with 
and  are  calling  on  the  Bank 
of  Japan  to  start  purchasing 
bonds  directly  from  the  gov- 
ernment, in  effect  “monetis- 
ing" its  debt  Maseru  Hay- 
ami,  the  bank  governor,  bas 
dismissed  these  calls.  Yet 
many  economists  believe 
inflation  could  be  the  only 
way  to  kick-start  Japan's 
flagging  economy. 
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Where  else 


1 would  we  turn 


tolraise 


j capital  ? 


I TRADE  is  a fast- 
VI  I—  growing  software 


development  company, 
providing  trading  room 
professionals  and  private 
investors  with  complete 
electronic  trading  and  ticker 
system  solutions. 
GLTRADE 's  software 


with  direct  real-time 
access  to  23  markets  in 
11  countries. 

This  sucess  is  driving 
ourcurrent  international 
expansion.  Where  else  would 
we  turn  to  raise  capital  if  not 
to  the  stock  exchange? 


GLTRADE 


Global.  Link  ran  tmdim 


www.gttrade.fr 
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GROUPE  FLO 


PARIS 


1998  SALES  UP  17.1  °0.  AHEAD  OF  FORECASTS 


Groupe  Flo  achieved  sales  of  FF  1,582  M {€  241 M)  in  199%  a 17.1%  rise  on  the  previous 
year  broken  down  as  follows: 

II  New  outlets:  11.9% 

■ Organic  like-for-like  growth:  5.1  % 

■ Exchange  rates:  0.1% 

Fourth  quarter  sales  rose  by  143%  to  FF  470  M {€  71.7M),  with  all  divisions  making  a 
positive  contribution  to  growth. 

I in  1999,  Groupe  Flo  will  continue  Hs  expansion  strategy,  based  primarily  on  developing . 
rts  existing  brand  names.  The  following  new  openings  are  scheduled: 

• France  (excluding  franchises):  8 Hippopotamus  restaurants,  2 Petit  Bofinger 
brasseries  and  2 Fto  Prestige  boutiques  in  Paris,  1 Rainforest  Cafe  in  Disneyland  Paris. 

• International:  2 Cafe  Ho  brasseries  in  London,  a pilot  Hippopotamus  in  Barcelona  and 
a franchise  in  Almeria  (SSP  agreement),  a forecast  Hippopotamus  master  franchise 
agreement  in  Morocco  and  a first  brasserie  in  Beijing  this  summer. 

On  this  basis,  Groupe  Flo  is  forecasting  sales  growth  of  10-15%  for  this  current  year. 


Divisional  breakdown  of  sales  (FFM) 

1998 

1997 

Chsnge.Oc)  I 

HIPPOPOTAMUS 

567.9 

4842 

173% 

Adresses  J.P.  BUCHER  / BRASSERIES 

441.5 

393.7 

12.1  % 

CAFE  RO  U.K 

8*5 

60J2 

40.4  % 

FLO  PRESTIGE 

3713 

309.0 

202% 

TRANSFER  OF  KNOW-HOW 

117.0 

104.1 

12-4  % 

I99S  reai/a  witf  to  released  at  a meeting  n fan  on  Aprfl  27  ft  join  MfDCAC  index  on  Maith  3rd. 
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U.S.  $53,000,000 

Banco  International,  S.N.C. 

Floating  Rate  Notes  due 2000 


In  accordance  with  the  provisions  of  the  Notes,  notice  is 
hereby  oven  that  for  the  six  month  interest  Period 
from  8th  February,  1999  to  Bth  August,  1999  the  Rate  of 
Interest  has  been  fixed  at  5.8125%  pa.  and  the  Interest 
Amount  payable  on  the  relevant  Interest  Period  Date 
6th  August,  1999  In  respect  of  each  U.S.  $100,000 
nominal  amount  of  the  Notes  win  be  U.S.  $2,890.10. 


Reference  Agent 

Standard  S?  Chartered 


Standard  Chartered  Bank 

BJh  February,  1999 


Floating  Bate  Depository 
Receipts  Due  1999 

Issued  hy  The  La*  Oebrnrort 
Tnat  CorpvnahjB  tCaymaml  I tmnrrf 
emtdrmitg  ealHlaara  w paymad  of 
primapal  ami  bam*  cm  rfqus ft*  « 
am  agmgau;  principal  aMOtau  of 
US.  SfiX.OM.OOe  with 

181  Cg/SLtxIOCPIi® 


US.  SI  ,24347  per  US.  SI 
Receipt  ipiafl  prrwmitioit 
coupon  No.  18. 

The  First  National 
Bank  of  Chicago 

M Fcbrwy  1999 
Agent  Bank. 


iTocgan  Guaranty  Trust 

Company  of  New  York 
PTE 1 0.000,000,000 


Floating  rate  notes  due  ■ 
February  2007 
ISIN  X500728I4I2I 
The  rate  of  Interest  for  die 
period  8 February  1999  m 
6 August  1999  hu  been 
setae  3L2949X  per  annun. 
Interest  payable  value  on 
6 August  1999  yriB 
mount  u PTE  1,6 1 5.86  per 
FTEIOWMO  note. 


Global  Apnejr  and  Tore  Services, 
Citibank.  MA,  London 
BFebnary  1999 


FUN  dm  2009 

NoteboMen  are  hereby 
arfonud  that  ebe  n» 
WtoMt  for  die 
fifth  famnssc  poind  has  Zieea 
fixed  at  3.1 1%. 

The  Cnepoe  H*  5 w®  be 
wrafcle  at  the  price  of 
FRF  7,485.94.-  oa 
Mar  10a.  1999. 

Tbe  Reference  Agent  end 
Wndpri  Paytag  Agent 


m_  6oo,ooo,ooo,ooo 

CAR1PLO 

Roatfng  Rata  Option 
Notes  due  2002 
rroooii4i7oi 


mareatPettad  Fabnuuy  08, 1900 
May  10,1999 

Interest  Amount  duo  on 
May  10, 1999  per 

m.  spoopoo  m,  «a4eo 

m.  so.ooo.ooo  nv  40<usoz 
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The  fateful  day  the  daggers  came  out  at  BMW 

Ousting  of  chairman  Bemd  Pischeftsrieder  reflects  acute  frictions,  write  Financial  Times  correspondents 

Last  Friday's  boairiroom  doors  10  days  ago,  kppar-  employees  would  have 
bust-up  at  the  German  ently  to  discuss  the  chafr-  opposed  M^ReitzIehad  It 
luxury  car-maker  BMW  man's  fate.  Although  offi-  come  to  a vote,  he  said.  “I 


Last  Friday's  boardroom 
bust-up  at  the  German 
luxury  car-maker  BMW 
was  a day  of  corporate  blood- 
letting rarely  seen  in  a coun- 
try known  for  its  consensual 
approach  to  management 
The  extraordinary  events, 
which  saw  the  removal  of 
Bemd  Kschetsrieder,  chair- 
man, and  Wolfgang  Reitzle, 
his  de  facto  deputy,  revealed 
how  acute  frictionk  in  BMW 
had  become.  i 
The  drama  hegsm  as  soon 
as  the  board  meeting  began 
at  10am.  After  weeks  of  pub- 
lic humiliation  as  the  Ger- 
man media  predicted  his 
imminent  demisej,  MT  PlS- 
chetsrieder  pre-empted 
supervisory  board:  members 
by  Immediately  tendering 
his  resignation, 

Mr  Piachetsrieder  knew 
that  the  Quandt  family, 
which  controls  about  46  per 
cent  of  BMW,  and  its  back- 
ers on  the  supervisory  board 
would  ask  him  to  ptep  down 
because  of  the;  growing 
losses  at  Rover,  BMW’s  UK 
subsidiary.  The.  Quandts 
have  been  the  key  sharehold- 
ers of  BMW  since  1958,  exert- 
ing their  discreet  control 
through  two  representatives 
on  the  supervisory  board. 

They  backed  Mr  Pischets- 
rieder’s  controversial  deci- 
sion in  1991  to  buy  Rover,  as 
a means  of  spreading  BMW’s 
reach  from  its  exclusive  up- 
market niche  to  the  mass 
market  But  the  Quandts 
became  increasingly  anxious 
as  Rover  losses  mounted. 

A small  group  of  BMW 
shareholders,  including  rep- 
resentatives of  the  Quandt 
family,  met  behind  closed 


doors  10  days  ago,  appar- 
ently to  discuss  the  chair- 
man's fate.  Although  offi- 
cially denied,  it  was  widely 
reported  that  the  meeting 
decided  Mr  Pischetsrieder 
must  go. 

They  were  not  the  only 
supervisory  board  members 
hatching  Plans.  At  930am  on 
Friday,  employees'  represen- 
tatives on  the  supervisory 


employees  would  have 
opposed  Mr  Reitzle  had  It 
crane  to  a vote,  he  said:  ”1 
(-an  certainly  not  rule  out 
that  tbe  employees’  repre- 
sentatives would  have  been 
opposed  to  Mr  Reitzle  becom- 
ing the  top  man.1* 

Mr  Reitrie’s  astonishing 
move  probably  stemmed 
from  a belated  realisation  he 
would  never  be  given  the  top 


,.r  .SH*** 


board  met  for  half  an  hour  job  be  so  craved.  A brilliant 


«.'■  'Wtnitf-”' 


to  discuss  strategy. 

The  representatives  expec- 
ted the  Quandts  and  their 
backers  to  recommend  Mr 
PiscfaetsriedeTs  replacement 
by  Mr  Reitzle,  BMW’s  head 
of  products  and  markets, 

As  the  employees'  repre- 
sentatives gathered,  it  is 
believed  Manfred  Schocb, 
tbe  supervisory  board's  dep- 
uty chairrnan  and  a union 
official,  asked  his  colleagues 
to  oppose  Mr  Reitzle. 

Immensely  able  but  arro- 
gant, Mr  Reitzle  was  a rigid 
cost-cutter  whose  probable 
preference  for  closing 
Rover’s  Longbridge  plant  - 


engineer,  his  manner  bad 
won  him  plenty  of  enemies. 

More  important,  not  every- 
one shared  his  penchant  for 
a slimmed-down  Rover. 
Some  of  the  management 
board  members  agreed  with 
Mr  Pischetsrieder’s  original 
strategy,  and  argued  that  "a 
company  like  BMW  should 
be  capable  of  putting  an 
operation  like  Rover  in 
carder*. 


With  both  Mr  Pischfits- 
rieder  and  Mr  Reitzle 
out  of  the  picture,  the 
Quandts’  plans,  to  be  imple- 
mented by  Eberhard  von 


abandoning  Its  volume  cars  Kuenheim,  the  supervisory 
in  favour  of  the  Land-Rover,  board  chairman,  looked  in 


MG  and  Mini  brands  - 
would  have  put  thousands  of 
UK  employees  out  of  work. 

In  the  end,  the  employees' 
representatives  never  had  to 
make  their  hostility  known. 
Tbe  real  surprise  at  Friday’s 
meeting  came  when  Mr 
Reitzle  resigned  without 
being  formally  offered  Mr 
PischetsrfedeTs  job. 

There  was  never  a formal 
petition  to  make  Reitzle  Pis- 
chetsrieder’s successor," 
says  an  employees’  represen- 
tative on  the  supervisory 
board.  Asked  whether  the 


tatters. 

“He  was  under  immense 
pressure  to  solve  the  compa- 
ny's internal  problems 
before  retiring  in  May,"  says 
one  BMW  insider. 

Hence  tbe  eventual  choice 
of  Joachim  MBberg  as  the 
new  management  board 
chairman  Although  only  at 
BMW  since  1993,  Mr  MBberg 
had  won  a strong  reputation 
for  his  production  engineer- 
ing skills,  combined  with  a 
pragmatic  streak.  In  particu- 
lar, he  won  credit  for  the 
smooth  introduction  of  the 


Scene  of  the  bkxxSetting:  BMW  headquarter*  In  Munich 


latest  generation  3 Secies 
saloon,  BMW’s  biggest  sell- 
ing modeL  "No  other  BMW 
product  launch  had  gone  so 
well,"  said  the  insider. 

Mr  MBberg  seemed  an 
acceptable  compromise  after 
a marathon  meeting. 
Although  employees’  repre- 
sentatives did  not  know  his 
plans,  they  "fully  stood 
behind  him,"  said  the 
employees'  representative. 


Anxious  UK  employees 
and  government  ministers 
worried  about  the  fate  of 
Rover's  politically  sensitive 
Longbridge  plant  in  Bir- 
mingham, will  have  to  wait 
Mr  Mllberg  is  expected  to 
offer  his  ideas  for  the  future 
in  about  a fortnight. 
Reported  by  Uta  Hamisch • 
feger  in  Frankfurt,  Quentin 
Peel  in  Munich  and  Haig 
Simonkm  in  London 


VW  repeats  truck  interest  Rover  models 

By  Uta  Hambcftfeger  wait  until  the  next  crisis  hit  main  shareholder.  Talks  /\w|  ctl*AOIYl 

in  Frankfurt  the  industry  and  prices  between  Volvo  and  Investor  |^|  ||  1 | f 1 | CrtJIJlJL 


The  chairman  of  Germany's 
largest  car-maker.  Volkswa- 
gen. reiterated  at  the  week- 
end that  VW  was  interested 
in  buying  a truck-maker  but 
it  might  take  a while  as 
prices  were  too  high. 

"Currently  everyone  is 
doing  well  and  that  is  why 
they  [truck-makers]  are  too 
expensive  forus, " Ferdinand 
Pifich  told  Der  Spiegel. 

He  added  that  VW  could 


wait  until  the  next  crisis  hit 
the  industry  and  prices 
again  started  falling.  Apart 
from  in  Brazil,  VW  produces 
only  lightweight  trucks. 

Mr  Pitch's  comments 
come  as  the  battle  for  con- 
trol of  Scania,  the  Swedish 
heavy-truck  manufacturer, 
is  heating  up.  On  Thursday, 
VW  first  hinted  that  it  was 
interested  in  developing  a 
presence  in  the  medium-  and 
-heavy-truck  business.  . 

VW  is  understood  to  have 
contacted  Investor,  Scania’s 


main  shareholder.  Talks 
between  Volvo  and  Investor 
are  said  to  be  continuing, 
but  the  two  sides  have  failed 
to  agree  on  a valuation  for 
Scania.  Last  month,  Volvo 
acquired  13  per  cent  of 
Scania. 

Mr  Pifich  also  said  VW 
would  have  hem  interested 
in  buying  Volvo's  truck  divi- 
sion, and  possibly  even  all  of 
Volvo,  if  the  price  had  -been 
right.  Two-weeks  ago,  Volvo 
agreed  to  sell  its  car  division 
to  Ford. 


By  Haig  Sknooia'i, 

Motor  Industry  Correspondent 


CROSS  BORDER  M&A  DEALS 


HDDBl/INVESTOfl 

TARGET 

SECTOR 

VALUE 

COMMENT 

Axa  (Franc*) 

GRE  (UK) 

Insurance 

SSUbn 

Recommended 

1 metal  (France) 

English  China  Clays  (UK) 

Minerals 

S155bn 

Increase  accepted 

Cendant  (US) 

RAC  (UK) 

Motoring  srves 

S743m 

Bid  breaks  down 

National  Grid  (UK) 

Eastern  Utilities  (US) 

Power 

S634m 

Advance  continues 

Stinnm  {Germany) 

BTL  (Sweden) 

Logistics 

S423m 

Consolidation 

American  Standard  (US) 

Unit  of  Blue  CUde  (UK) 

Bathroom  prdets 

$41 7m 

Ideal  add-on 

Adecco  (Swftz) 

Delphi  (UK) 

Business  srves 

$Z7Bm 

Cash  swoop 

Sage  (UK) 

Peachtree  (US) 

Computer  srves 

SI  45m 

CSent  doubter 

National  Express  (UK) 

Robinson  Bus  (US) 

Transport 

523m 

Folow-up  foray 

BT  (UK) 

Arnolds  (Span) 

Telecom  srves 

516m 

Internet  interest 

Bernd  Pischetsrieder’s 
removal  as  BMW  chairman 
came  as  the  new  Rover  mod- 
els he  had  called  for  were 
starting  to  appear. 

First  in  line  is  the  Rover 
75  saloon,  the  first  vehicle 
folly  developed  under  BMW. 

Early  reports  of  the  retro- 
styled  car  have  been  favour- 
able. Rover  hopes  to  build  up 
to  140,000  units  a year  at  its 
Cowley  plant  The  75  may 
also  spawn  niche  products, 
such  as  an  estate  car  and  a 
coupA 

This  year  will  also  see 
facelifts  for  the  mainstream 
Rover  200  and  400  hatchback 
and  saloon.  Although  both 
are  relatively  recent  and 
attractively  styled,  neither 
has  performed  strongly  in 
the  most  competitive  seg- 
ment of  the  market. 

The  original  200  and  400 
were  overpriced  in  the  UK. 
Since  then,  they  have  been 
partly  “decontented"  and 


priced  more  competitively. 

In  late  2000,  Rover  should 
launch  tbe  new  Mini,  to  be 
built  at  the  rate  of  about 
150,000  units  a year,  recall- 
ing the  original  1959  vehicle 
In  an  upmarket  package. 

_ Rover’s  biggest  challenge 
- and  the  decision  on  which 
the  fate  of  Longbridge,  its 
biggest  factory,  depends  - is 
whether  to  replace  the  200 
and  400  with  entirely  new 
cars  early  next  century. 

Rover's  workers  believed 
they  had  won  that  commit- 
ment after  accepting  a flexi- 
bility deal  last  December  to 
raise  productivity  and  save 
£15Qm  (4246m)  a year.  How- 
ever, BMW  said  a final  deci- 
sion on  building  the  new 
cars  at  Longbridge  depended 
on  state  aid. 

No  aid  package  has  yet 
been  sought,  pending  com- 
pletion of  a study  showing 
the  cars  could  be  built  more 
cheaply  in  eastern  Europe. 
BMW's  new  team  will  proba- 
bly want  to  re-assess  the 
overall  strategy. 
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Japanese  petrol  groups 
to  share  facilities 


EMERGING  MARKETS  INVESTORS  WILL  BE  ENCOURAGED  TO  TAKE  LONG-TERM  VIEW  OF  HOLDINGS 

Malaysia  eases  repatriation  curbs 


By  Ataawta  Haney  to  Tokyo 

Two  of  Japan's  leading 
petrol  groups  yesterday 
moved  one  step  closer  to  a 
strategic  alliance  by 
agreeing  to  share  oil  storage 
facilities. 

Shows  Shell,  which  Is  part 
of  the  Royal  Dutch/Shell 
group,  and  Japan  Energy 
said  the  deal  would  save 
them  Y7bn  <$62m)  in 
distribution  costs  over  the 
next  four  years. 

The  move  in  effect 
solidifies  the  consolidation 
of  Japan’s  oil  sector 
following  the  realignment  in 
the  global  petrol  industry 
and  the  merger  of  Mitsubishi 
Oil  and  Nippon  Oil  to  form 
the  country's  largest  oil 
group  last  year. 

Esso,  Mobil  and  General 
Sekiyu,  a subsidiary  of 
Exxon,  are  also  expected 
eventually  to  link  their 
operations  as  a result  of  the 
global  merger  between 
Exxon  and  Mobil  last 
December. 

The  irnk-up  will  allow  both 


groups  to  reduce  surplus 
storage  capacity.  Japan 
Energy  currently  operates  32 
oil  storage  stations  and 
Showa  Shell  operates  36 
depots,  including  those 
managed  by  Japan  Oil 
Network,  a subsidiary  owned 
& per  cent  by  Shows  Shtfi, 

Most  of  the  cost  savings 
will  come  hum  the  closure  of 
20  to  30  per  cent  of  fbese 
depots  over  the  next  four 
years. 

Japan  Energy  is  also 
considering  making  a capital 

investment  in  Japan -Oil 
Network.  This,  together  with 
an  existing  agreement  to 
barter  oil  shipments,  would 
bring  Showa  Shell  and  Japan 
Energy  into  a “virtual 
merger"  in  their  upstream 
operations. 

However.  Showa  Shed  said 
that  there  were  no  plans  at 
the  moment  for  a capital 
tie-up.  Showa  Shell  is  nearly 
twice  as  large,  with  a market 
capitalisation  of  Y242.B9bn 
compared  with  YUA86bn  for 
Japan  Energy.  Analysts 
its  daunting  debt  levels  were 


likely  to  scare  off  any 
foreign  buyers. 

The  link-up,  which  is- the 
broadest  alliance  agreed 
between  two  Japanese  oil 
companies  since  the 
Mitsubishi-Nippon  Oil 
merger  in  October  1998, 
underlines  the  sector’s  new 
enthusiasm  for  deeper 
restructuring  reforms. 

Oil  companies  have  been 
slashing  costs  since  last  year 
after  the  government’s 
deregulatory  reforms  drove 
retail  prices  down  and 
squeezed  -petrol  groups’ 
margins. 

Japan  Energy  announced 
last  month  that  it  would  cut 
its  staff  by  50  per  cent 
through  natural  wastage  end 
sell  assets  to  reduce  Its 
interest-bearing  debt  levels. 
Showa  Shell  has  lowered 
executive  salaries,  reduced 
its  payroll,  and.  enhanced 
bartering  practices  to  save 
Y60bn  since  1996. 

It  expects  to  lower 
expenses  an  additional 
Y50bn  by  2000  through 
similar  measures. 


By  SheBa  UcHafly 
in  Kuala  Lumpur 

Measures  to  lift  a contro- 
versial 12-month  ban  on  for- 
eign investors  in  Kuala  Lum- 
pur repatriating  the  pro- 
ceeds of  share  sales  appear 
unlikely  to  spur  fresh 
Inflows  of  overseas  cash  into 
the  market. 

A package  of  capital  con- 
trols was  imposed  last  Sep- 
tember to  prevent  destabilis- 
ing flows  of  flmds  out  of  the 
country,  like  that  which  sent 
the  stock  market  steeply 

lower  between  February  and 

September  last  year  when 
the  benchmark  composite 
jndffr  tnmhipd  by  around  60 
per  cent  . 

Under  the  new  rules, 
announced  last  week,  inves- 
tors will  be  able  to  take  out 
their  funds  before  September 
but  pay  an  exit  tax  on 
the  principal-  From  Septem- 
ber, only  profits  on  equity 
investments  will  be  subject 
to  a repatriation  levy. 

The  authorities  have  also 
imposed  a .new  regime  for 
investments  made  on  or 
after  February  15.  The  prin- 


cipal will  not  be  taxed,  but 
the  profit  will  be  if  it  is  with- 
drawn within  a year  from 
when  the  profit  was  made. 

“These  new  measures  are 
aimed  at  encouraging  exist- 
ing portfolio  investors  to 
take  a longer-term  view  of 
their  investments  in  Malay- 
sia and  to  attract  new  funds 
Into  the  country,  while  at 
the  same  time  discourage 
destabilising  short-term 
flows,"  gaifl  Daim  Zainuddin, 
finance  minister,  announc- 
ing the  rules  on  Thursday. 

Analysts  said  the  mea- 
sures would  largely  prevent 
such  destabilising  flows,  but 
the  downside  was  that  It 
would  be  a long  time  before 
enough  money  returned  to 
the  market  to  push  the 
benchmark  index  up  to  the 
1200  levels  it  touched  before 
the  crisis. 

Many  analysts  see  it 
heading  down  to  550  in 
coming  weeks.  1 would  be 
gobsmacked  if  you  spoke  to 
anyone  who  said  they  would 
put  new  money  in,”  said 
Hugh  Young,  managing 
director  of  Aberdeen  Asset 
Management  Asia.  “It’s 


Malaysia 

KLSECbnparib 


another  reason  not  to  go  to 
Malaysia." 

Investors  would  have  to 
make  a far  greater  profit  in 
Malaysia  than  elsewhere  in 
the  region  to  go  home  with 
the  saw*  amount  of  money. 

“Malaysia  is  not  a cheap 
market  and  we  still  have 
concerns  about  the  exchange 
controls,  how  the  economy  is 
being  run  - and  on  the  cor- 
porate level  we  are  not  see- 
ing the  moves  of  tidying-np 
seen  elsewhere  in  the 
region,”  Mr  Young  said. 


On  top  of  those  fundamen- 
tal concerns,  investors  are 
turned  off  by  what  one 

called  the  “us  against  them" 
policy  of  differentiating 
between  locals  and  foreign- 
ers, and  the  seeming  fluidity 
in  Malaysian  policy  that 
makes  it  difficult  to  know 
how  long  even  these  rules 
will  be  in  place. 

“That  uncertainty  makes 
investment  decisions  much 
harder,"  says  Song  Seng 
V?un,  regional  economist  at 
GL  Goh  Research. 


Brokers  say  their  clients 
are  primarily  concerned 
with  the  best  time  to  with- 
draw from  Malaysia. 

The  general  consensus  at 
present  is  between  June  and 
the  end  of  August,  ahead  of 
what  could  be  a mass  exodus 
after  September  1,  when 
some  analysts  fear  the 
authorities  could  change  the 
roles  once  again  to  limit  the 
outflows. 

Analysts  estimate  there  Lb 
between  $6bn  and  $l8bn  of 
foreign  money  in  the  mar- 
ket, and  if  the  bulk  of  it 
leaves  at  once,  the  economy 
would  come  under  further 
pressure. 

“Attempts  to  reflate  the 
economy  behind  the  wall  of 
capital  controls  have  failed 
to  get  the  economy  moving." 
says  Kate  O’Donoghue, 
regional  economist  at  Bar- 
clays Capital  in  Singapore. 

“The  government’s  deci- 
sion to  impose  the  exit  levy, 
as  an  alternative  to  the  pre- 
vious 12-month  holding 
period,  is  a function  of  the 
failure  of  the  capital  controls 
to  achieve  their  desired 
ends." 


Hughes  increases  stake 
in  DirecTV  of  Japan 


Price  recovery 
lifts  Samsung 


Sumitomo  Life  agrees 
Y165bn  borrowing  deal 


By  Mfctdyo  ttakamofo  in  Tokyo 
and  Christopher  Partes  in  . 

Los  Angeles 

Hughes  Electronics  has 
sharpened  its  attack  on  the 
fast-growing  satellite  televi- 
sion market  by  increasing  its 
stake  in  Japan’s  DirecTV 
and  replacing  the  company’s 
Japanese  president  with  a 
US  executive. 

Hughes,  the  world’s  lead- 
ing satellite  maker,  has  also 
re-arranged  the  management 
at  Its  Californian  base,  eleva- 
ting Eddy  Hartenstein,  the 
head  of  its  US  direct-to-home 
TV  service,  to  corporate 
senior  vice-president. 

DirecTV  has  recently 
gained  a commanding  lead 
in  the  US,  and  on  completion 
of  the  recent  acquisitions  of 
USSB  and  Primestar  expects 
to  have  up  to  9m  subscrib- 
ers. DirecTV  has  recently 


been  adding  lm  US  viewers 
a year  and  has  come  to  rep- 
resent a direct  challenge  to 
the  nation’s  largest  cable 
operator.  Time  Warner, 
which  has  15U3m  subscribers. 

fit  Japan,  Hughes  said  it 
had  raised  its  holding  in 
DirecTV  from  31  per  cent  to 
40  per  cent,  malting  it  the 
largest  single  shareholder, 
ahead  of  Culture  Conve- 
nience Club,  a leading  video 
rental  company,  which  has 
reduced  its  stake  from  31  per 
cent  to  14  per  emit. 

Matsushita,  the  consumer 
electronics  maker,  which  for- 
merly held  9 per  cent,  now 
owns  11  per  cent,  while  Mit- 
subishi Corporation,  the 
trading  company,  owd  tbm 
Japan,  have  kept  their 
shares  below  10  per  cent  ' 
The  arrangements  are 
likely  to  end  speculation 
that  QjrecTV  might  have  to 


merge  with  SkyPerfecTV, 
Japan’s  other  wmiH/>t'annpi 
satellite  broadcasting  com- 
pany, due  to  slower-than-ex- 
pected  growth. 

. DirecTV,  which  says  it  is 
aiming  for  lm  subscribers  in 
Japan  “as  soon  as  possible" 
has  signed  up  just  240,700 
since  it  began  services  at  the 
end  of  1997.  SkyPerfecTV, 
which  was  first  to  start 
operations,  has  more  than 
750,000  customers. 

Demand  for  rrmlti-ehaTinpl 
satellite  TV  services  in 
Japan  has  developed  more 
slowly  than  expected,  partly 
because  of  the  economic 
slowdown. 

However,  the  broadcasters 
will  face  growing 
competition  with  the  start  of 
more  satellite  services  next 
year  and  fh»  launch  of  ter- 
restrial digital  broadcasting 
4*12003, 


By  John  Burton  bi  Seote 

South  Korea’s  Samsung 
Electronics  on  Friday 
reported  a 153  per  cent  jump 
In  1998  net  profits  to 
Won313-2bn  ($267. 7m),  from 
Wonl23.5bD  a year  ago.  due 
to  a rebound  in  memory  chip 
prices  and  strong  sales  of 
telecommunications  equip- 
ment 

Analysts  predict  «amipga 
this  year  could  more  than 
double  for  Samsung,  the 
world’s  largest  producer  of 
dynamic  random  access 
memory  (D-ram)  chips,  as 
the  memory  chip  industry 
recovers  from  a three-year 
depression  during  which 
prices  collapsed  by  80  per 
cent 

- Sales  were  ahead  8.7  per 
cent  to  Won20,080bn,  from 
Wonl8,470bn  in  1997, 
reflecting  the  disposal  of 


some  businesses  as  Samsung 
restructured  to  reduce  its 
debt/equity  ratio  to  198  per 
cent  from  295  per  cent  in 
1997. 

Prices  of  memory  phips- 
which  account  for  35  per 
emit  of  Samsung’s  turnover, 
recovered  in  the  second  half 
of  1996,  with  the  price  of  the 
mainstay  64-megabit  D-ram 
rising  from  $7  to  $10  because 
of  increased  global  demand. 

RnmgTWE  benefited  from 
foreign  exchange  gains  from 
exports  since  the  Korean 
currency  was  weaker  against 
the  US  dollar  in  1998  from  a 
year  earlier. 

While  memory  chips  and 
telecommunications  have 
been  Samsung's  most  profit- 
able businesses,  it  said  that 
several  weak  divisions 
improved  last  year. 

Consumer  electronics,  made 
“sizeable”  profits. 


By  Haoko  Nakamae  and 
GfiHan  Tett  in  Tokyo 

Sumitomo  life,  Japan’s  third 
largest  life  assurer,  is  to 
boost  its  financial  strength 
by  borrowing  Yl65bn 
($i.46bn)  from  other  compa- 
nies within  the  Sumitomo 

ketretsu,  or  business  group. 

Yasuda  Mutual,  the  sev- 
enth largest  life  assurance 
company,  said  it  was  also 
considering  borrowing  about 
Y130bn  from  other  members 
of  the  Fuyo  ketretsu,  which 
is  led  by  Fuji  Bank. 

The  moves  highlight  the 
mounting  pressure  to 
restructure  in  the 
Y190.000bn  life  assurance 
sector,  which  has  been  badly 
hurt  by  recent  slumps  in  the 
Japanese  stock  and  property 
markets,  telling  long-term 
interest  rates  and  the  appre- 
ciation of  the  yen. 


The  Nikkei  225  on  Friday 
closed  at  13,898.08,  down 
from  16J527.17  at  the  end  of 
the  1997  fiscal  year.  The 
industry  is  also  seeing  pre- 
mium income  tell  as  policy 
cancellations  rise  and 
demand  for  new  contracts 
tells. 

Sumitomo  Life  which  is 
raising  its  capital  to  about 
Y900bn  through  perpetual 
subordinated  loans,  said: 
“We  think  this  will 
strengthen  our  ability  to 
fight  successfully  through 
this  Big  Bang  era  of  intensi- 
fied competition."  Yasuda  is 
also  likdy  to  use  subordi- 
nated loans. 

And  in  Anther  signs  of  ris- 
ing pressures  within  the  sec- 
tor, many  weaker  life  assur- 
ers have  been  linking  up 
with  foreign  partners.  Toho 
Mutual  has  concluded  a deal 
with  GE  Capital,  the  US 


financial  company,  and 
Daihyaku  Is  negotiating  a 
deal  with  Manulife. 

Industry  insiders  also 
ftiaim  that  Chiyoda  Life  is 
using  Goldman  Sachs  to 
advise  on  restructuring, 
including  a possible  link 
with  foreign  partners. 

The  group  is  thought  to 
have  already  held  prelimi- 
nary talks  with  groups  such 
as  AIG.  the  American  group, 
and  Axa,  the  French  life 
assurance  company. 

Chiyoda  vehemently 
denied  it  was  considering  a 
comprehensive  tie-up  at  all. 

“These  rumours  have  been 
circulating  for  months.  We 
have  absolutely  no  intention 
of  pntwring  the  sort  of  alli- 
ances that  Toho  and  Daih- 
yaku are  negotiating-  We  are 
not  aiming  to  get  an  injec- 
tion of  capital  through  a 
tie-up” 


(This  announcement  appears  as  a matter  of  record  only} 


AUTO-ESTRADAS  DO  ATLANTICO,  S.A. 

West  Toll  Highway  Concession  in  Portugal 

Banco  Portugu§s  de  !nvestimento,  S.A.  and  Salomon  Smith  Barney 
acted  as  financial  advisers  of  the  Concession  Company 

Banco  Portugues  de  Investimento 
Salomon  Smith  Barney 


December  1998 


(This  announcement  appeals  as  a matter  of  record  only) 


AUTO-ESTRADAS  DO  ATLANTICO,  S.A. 

PTE  84  000  000  000 
(€419  000  000) 

Project  Financing  for  the  West  Toll  Highway  Concession  in  Portugal 


Arrangers  and  Underwriters 


Banco  BP1 


Argentina  Banco  de  Negocios 


Caixa  Geral  de  Depositos 
Credit  Lyonnais 


December  1998 
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By  John  Autters 


By  Philip  Coggan 


Nerves  gripped  the  Wall 
Street  securities  markets 
last  week.  Despite  the 
decision  by  the  Federal 
Reserve’s  open  market 
committee  not  to  alter 
monetary  policy,  bonds  had 
a bad  week,  with  the  yield 
on  the  benchmark  30-year 
Treasury  bond  rising  from 
5.08  to  5.35  per  cent  during 
the  week. 

In  October  last  year,  when 
corporate  bond  markets 
were  almost  Inactive,  the 
long-bond  yield  had  been  as 
low  as  4.76  per  cent.  There  is 
speculation  that  funds  are 
beginning  to  flow  away  from 
Treasury  bonds,  and  into 
other  debt  markets. 

In  the  equities  market, 
there  were  signs  of  a 
reassessment  of  large 
technology  companies,  with 
sharp  falls  for  the  large 
companies,  such  as  Intel  and 
Cisco  Systems,  which  stand 
to  benefit  Grom  increased  use 
of  the  internet 

The  Nasdaq  Composite 
index,  which  includes  most 
of  the  largest  technology 
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companies,  slipped  from 
2505.89  (a  record)  to  237341 
during  the  week,  although 
this  still  leaves  it 
comfortably  op  for  the  year 
so  far. 

There  will  be  little  new 
corporate  or  economic  data 
this  week,  and  the  market 
seems  likely  to  continue  In 
this  jittery  fashion. 


After  last  week's  surprise 
half-point  cut  in  interest 
rates,  analysts  will  be  keen 
to  see  the  Bank  of  England's 
quarterly  inflation  report, 
due  on  Wednesday,  in  the 
hopes  of  farther  insight  into 
th<»  thinking  of  the  monetary 
policy  committee. 

By  definition,  the  report 
should  say  that  inflation  is 
on  line  to  hit  the  target  at 
prevailing  interest  rates 
(otherwise,  the  Bank  should 
have  done  something  else 
last  week).  But  at  least  the 
market  may  get  an  idea  of 
the  kind  of  data  which  the 
Bank  is  using  to  steer  policy. 

Two  sets  of  data  which 
should  back  up  the  Bank's 
decision  are  due  today; 
manufacturing  output, 
expected  to  be  down  on  the 
month  «nri  the  year,  and 
producer  prices,  which  are 
still  expected  to  be  virtually 
flat  at  the  factory  gate.  The 
British  Retail  consortium 
survey,  released  tomorrow, 
will  give  an  early  Indication 
of  the  strength  of  the 
January  high  street  sales. 
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On  the  corporate  front, 
takeover  activity  continues 
to  provide  a level  of  support 
to  the  equity  market, 
particularly  among  the  mid 
and  small  caps.  But  profit 
growth  remains  a worry,  and 
figures  out  this  week  from 
Reuters,  Medeva,  Shell  and 
Lloyds  TSB  will  be  closely 
scrutinised. 
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STOCK  INDICES 
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Do  you  know  f hem  wet!  enough  to  buitd  better  customer  refoihn.thjps Than  rburc.ttrnbetkvrsr'  ' 

The  filer  is.  good  Custcmsr  Relationship  Manrsgen^nt  can  give  s business  a cc-inpefifivc*  adyara>ge ihuf  ;tcsirr;:.3fi>.;.-j 
to  lose.  Using  i.heinnov>.-tiv5:?SLl'M-A-QTM  2000  srchitsclure,  r/iarket  leader  Sagij¥rnt  dan  iAve:yc0  Ihe ;CRM  tools, 

understand  and  com  rn  uni  calc-  better  \vUh  your  cusfo:r,.:-r.  The  result  - a longer,,  r^ore-'crcfi  table  relationship' ih  at  v;:-  ii 

benefit  your  customer  as  we-ii  as  your  business.  Find  cut  more  - contact  Jeremy  Lovette  arSoouent  today: 


Sequent  Computer  Systems  Limited,  Vitcy bridge  Business  Part  Addlcstcne  Road,  Weybridge,  Surrey  KTf  5 2UF. 
Teh  019.52  S51 1 1 1.  Fax:  01932  555001  1,  E-mail:  inconsequent. com 


SEQUENT  CUSTCVESilNCtJDE:  THE  AA.  3ASS.  SSQ.  £7.  FDK.  INLAND  REVENUE  ‘.LCY2STSE.  LC M D Q N'  U N C i t'-.G ROUND  NORWICH  UNION. 
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By  Uta  Hamischfsger 
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By  Alexandra  Harney 


After  ending  the  week  up  I 

per  cent,  the  weighted  DAX 
index  of  30  stocks  should 
enter  another  week  of 
sideways  trading  with  the 
potential  for  large  daily 
fluctuations.  Analysts  say 
the  market  is  torn  between 
large  Inflows  of  liquidity  and 
not  so  rosy  fundamental 
data 

Meanwhile,  mergers,  or 
speculation  of  such,  have 
strong  potential  to  kick  the 
market  upward.  Also,  the 
macroeconomic  pessimism, 
particularly  about  exports, 
should  help  cyclical  shares, 
analysts  say.  Given  Friday's 
strong  US  employment  data. 
Wall  Street  and  a possible 
interest  rate  change  should 
remain  on  the  minds  of 
many  stock  market  playas. 

On  Monday,  aD  eyes  will 
be  on  the  stock  of  BMW. 
Following  Friday’s 
boardroom  shakeup  and  the 
increased  likelihood  of  the 
German  carmaker  becoming 
a takeover  target.  BMW 
shares  are  likely  to  continue 
Thursday’s  strong  6J>  per 
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cent  rise.  Also  on  Monday  is 
a supervisory  board  meeting 
at  CoUTmeryhanli:.  and  drugs 
mafcw  Sobering  «nd  Metall- 
gesellschaft  will  release  1998 
earnings.  Investors  will 
closely  look  at  Metall- 
gesaDsduft  since  the 
industrial  firm's  stock  has 
been  strongly  under- 
performing. 


Rising  interest  rates  and  the 
strengthening  of  the  yen  will 
weigh  heavily  on  investor 
sentiment  in  Tokyo  this 
week.  A jump  in  long-term 
rates,  coupled  with  the 
currency's  rise  against  the 
rtppijir  drove  the  Nikkei  225 
average  below  14JXX)  last 
week  for  the  first  time  In 
more  than  two  weeks  amid 
| fears  about  banks’  bond 
holdings  and  corporate 
profitability. 

The  Nikkei  closed  at 
1&898.08  on  Friday,  down 
more  600  points  from 
the  previous  week’s  finish. 
Concern  about  corporate 
profitability,  particularly  in 
export-intensive  sectors, 
including  semiconductors, 
electronics  and  cars,  will 
continue  to  exert  downward 
pressure  on  share  prices  this 
week.  The  yen  strengthened 
firom  Y116  to  as  low  as  Ylll 
against  the  do)1ar  last  week, 
settling  around  YU3. 

But  the  largest  issue 
facing  the  markets  Is  the 
politically  important  bond 
yields.  Investors  are 
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watching  for  clues  about  a 
policy  shift  towards 
monetarising  government 
debt.  Meanwhile,  the  surge 
in  the  benchmark  10-year 
contract  to  as  high  as  237 
per  cent  last  Friday  is 
fuelling  concerns  about  the 
possible  impact  on  banks’ . 
bond  holdings  and  housing 
loans. 


COMPANIES  DIARY 


Price  squeeze 
expected  to 
give  food 
for  thought 


Six  Footsie  stocks  issue 
results  or  trading  statements 
this  week.  The  trading  state- 
ment from  Safeway  will  be 
analysed  for  signs  of  increas- 
ing price  competition  In  UK 
food  retailers.  Global  influ- 
ences are  likely  to  figure  in 
the  results  from  British  Air- 
ways and  Shell,  while  Reu- 
ters and  BSkyB  will  give 
food  for  thought  to  those 
Investors  with  a significant 
interest  in  the  impact  of  new 
technologies. 


TODAY 


• The  trading  statement 
from  Safeway  is  likely  to 
keep  the  food  retailing  sector 
under  pressure,  following 
hard  on  the  heels  of  the 
statement  from  JSainsbury 
on  Friday. 

• Canon  is  expected  to 
report  1998  group  pre-tax 
profit  of  Y238bn-Y255bo,  fall- 
ing short  of  the  company's 
forecast  of  Y260bn  ($2.3bn) 
largely  because  of  the  strong 
yen.  In  addition,  declining 
demand  tor  office  equipment 
such  as  printers  and  copiers 
- Canon’s  mainstay  prod- 
ucts - will  have  put  pressure 
on  1998  profits  and  win  con- 
tinue to  do  so  into  1999,  ana- 
lysts said.  AFXAsia,  Tokyo 


Net  gain:  Pater  Job,  chief  executive  of  Reuters 


been  very  strong  in  recent 
weeks  as  the  “Internet 
frenzy"  has  spread  to  the 
media  group.  They  rose  from 
419p  late  last  year  to  952p 
but  have  come  off  their  high 
in  recent  days.  A consensus 
of  figures  from  First  Call, 
the  estimates  service,  sug- 
gests analysts  expect  a pre- 
tax result  of  about  £S09m. 


• Medeva,  the  pharmaceuti- 
cals group,  is  expected  to 
report  a pre-tax  result  of 
£70m-£80m  from  £lllm 
(3182m)  for  the  year,  as  old 
products  lose  sales  on  patent 
expiry  but  new  products 
await  approval: 


to  use  the  FI  ll^bn  extraor- 
dinary gain  from  the  sale  of 
its  75  per  cent  stake  in  Poly- 
Gram  for  “add-on  acquisi- 
tions”, and  its  planned  buy- 
back of  more  than  S per  cent 
of  its  outstanding  shares. 
AFXNews,  Amsterdam 


THURSDAY 


FRIDAY 


WEDNESDAY 


TUESDAY 


• Third-quarter  figures 
from  British  Airways  are 
likely  to  show  a sharp  fall  as 
the  drop  in  premium  passen- 
gers feeds  through  into 
financial  numbers.  BT  Alex 
Brown  expects  the  carrier  to 
produce  a headline  fall  In 
pretax  profits  of  52  per  cent 
to  £245 m.  and  an  underlying 
fall  of  28  per  cent 

• Renters*  shares  have 


• When  BSkyB  reports 
interim  figures  investor 
attention  may  focus  on  the 
progress  of  the  Sky  Digital 
launch.  The  most  Important 
number  will  be  that  given 
for  the  Sky  Digital  subscrib- 
ers at  the  end  of  last  year. 
The  company  hoped  for 
200,000  but  may  have 
exceeded  this.  The  more  it 
has  surpassed  the  target  the 
better  the  shares  are  expec- 
ted to  perform.BT  Alex 
Brown  expects  a 26  per  cent 
fall  in  pre-tax  profits  to 
£95m. 


• Shell  Transport  & Trad- 
ing has  suffered,  along  with 
other  oil  companies,  as  the 
oil  price  has  remained  at  low 
levels.  Net  income  for  the 
last  quarter  of  last  year  is 
expected  to  have  been 
$S55m-gI.13bn,  compared 
with  $l.7bn  last  year. 


• Philips,  the  Dutch  elec- 
tronics group,  is  expected  to 
report  full-year  net  profit 
from  ordinary  operations 
excluding  PolyGram  of 
Fl2£5bn-F12.70bn  compared 
with  FI  2.70bn  (€1.23bn, 
$l-38bn)  in  1997,  according  to 
analysts.  Philips  is  expected 


• Lloyds  TSB  has  suffered 
downgrades  to  profit  fore- 
casts during  the  past  year  on 
concerns  over  the  slowing 
UK  economy,  in  common 
with  other  banks.  However, 
It  is  seen  as  having  a fairly 
low-risk  profile,  which  has 
helped  the  shares  perform 
well  against  its  peers.  The 
figures  from  the  year  to 
December  will  be  compli- 
cated by  a series  of  excep- 
tional elements.  First  Call 
said  analysts  expect  a figure 
of  £3.08bn  pre-tax,  compared 
with  the  underlying  £2£bn 
made  last  year  and  headline 
figure  of  £3.1  bn. 


NEW  INTERNATIONAL  BOND  ISSUES 
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CURRENCIES  & MONEY 


Eyes  on  Bank  data 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 
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The  Bank  of  England 
publishes  its  latest  quarterly 
inflation  report  on  Wednes- 
day. Some  analysts  expect  it 
to  trim  its  projections  tor  UK 
economic  growth. 

Currency  markets  will 
scrutinise  the  report  for 
clues  as  to  whether  mone- 
tary policy  may  be  eased  fur- 
ther to  stimulate  domestic 
demand.  According  to  econo- 
mists. the  report  is  likely  to 
signal  that  last  week's  half 
percentage  point  cut  in  UK 
interest  rates  to  5.5  per  cent 
is  Intended  to  allow  a pause 
before  further  moves. 

The  report  is  expected  to 
forecast  that  Inflation  in  two 
years’  t™>  will  be  broadly 
in  line  with  the  targeted 
annual  underlying  rate  of  2.5 
per  cent 

“Such  a forecast  will  imply 
that  further  base  rate  moves 
will  only  be  Justified  If  there 
is  a marked  change  in  the 
outlook  for  growth  and  infla- 
tion." said  Michael  Saun- 
ders. economist  at  Salomon 
Smith  Barney. 

However,  Mr  Saunders 
said  there  might  be  further 
scope  for  further  monetary 


easing  later  on  and  he  expec- 
ted interest  rates  to  fall  to 
about  4.5  per  cent  by  early 
2000.  Economic  growth  is 
likely  to  be  flat  in  the  first 
half  of  the  year,  with  gross 
domestic  product  rising  by 
only  half  a per  cent  in  1999 
as  a whole. 

“Thus  far,  the  weakness  tn 
exports  and  consumer  spend- 
ing has  yet  to  really  feed 
through  to  cutbacks  in  jobs, 
inventories  and  Investment 
However,  the  latest  mone- 
tary data  show  signs  of  a 
marked  squeeze  in  corporate 
cash  flow,"  he  added. 

Currency  dealers  will  also 
be  watching  Japan's  govern- 
ment bond  market,  where 
yields  have  soared  in  recent 
days,  sparking  fears  that 
Japanese  investors  may  sell 
foreign  assets  and  repatriate 
capital. 

US  retail  sales  data, 
released  on  Thursday,  are 
likely  to  confirm  the 
strength  of  the  US  economy. 
The  dollar’s  resilience  in  the 
face  of  recent  financial  tur- 
moil in  Brazil  depends  on 
robust  US  consumer 
appetite. 
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^OP^OVERyiEW 

By  Vincent  Boland 



European  stock  markets 
start  the  week  clear  on  at 
least  one  thing  — interest 
rates  across  the  continent 
are  low  and  falling. 

But  one  feature  to  emerge 
in  the  past  few  days  has 
been  the  sharp  divergence 
between  the  European  and 
US  economies,  and  the 

Fiseateio&V 


threat  that  the  Federal 
R«erve  may  have  to  raise 
US  rates  to  quell  rampant 
consumer  confidence. 

Investors  should  learn 
wore  about  the  thfaim^g  gf 
Alan  Greenspan,  Fed  chair- 
wan,  later  this  week  when 
he  speaks  to  the  banking 
committee  of  the  House  of 
Representatives.  January  US 
retail  sales  are  also  pub- 
lished. giving  more  clnes  cm 
consumer  spending 


The  European  Central 
Bank  left  its  interest  rate 
regime  unchanged  last  week, 
and  the  euro  amtinued'to 
drift  ngatngt  the  US  dollar. 
Given  the  lacklustre  eco- 
nomic outlook  across- the 
continent,  it  is  likely  to 
remain  in  the  doldrums. 
Bankers  expect  the  currency 
to  reach  €1/1110  in  the  near 
term. 

That  should  he  good  news 
for  equities,  but  European 


bourses  appear  unwilling  to 
rise  further,  not  least  as  the 
threat  of  higher  US  rates 
would  undermine  the  Dow 
Jones  Industrial  Average. 
Even  cyclical  stocks,  histori- 
cal beneficiaries  of  low  inter- 
est rates,  have  remained 


The  focus  of  European 
investors  continues  to  he 


companies.  Heavy  mutual 
fond  Bows  into  the  leading 


FTSE  Actuaries  Share  Indices 
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stocks  have  helped  to  widen 
the  gulf  between  the  relative 
share  prices  of  big  and 
smaller  companies  in  the 
past  few  months,  and  this 
trend  shows  no  signs  of 
abating 

According  to  Salomon 
Smith  Barney,  a combined 
€57.4bn  was  poured  into 
equity  mutual  funds  by  Ger- 
man, French,  Italian  and 
Spanish  retail  investors  in 
1998,  up  from  €36.8bn  in 
2997. 

While  this  Is  still  wen 
below  US  levels  - which  saw 
€141 -3bn  invested  in  equity 
funds  - the  trend  in  Europe 
is  rising,  while  in  the  US  it  Is 

falling' 

The  FTSE  Eurotop  300 
index  of  leading  shares 
ended  the  week  10.47  points 
lower  at  L204.42,  while  the 
FTSE  Eurotop  100  index  was 
29-15  lower  at  2,757.44.  The 
FTSE  Ebloc  Index  of  shares 
in  euro-zone  companies  was 
10.57  lower  at  1J113.27. 
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EXPERT  PROFESSIONAL  SERVICE  AND  ADVICE  FROM  CYPRUS 
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When  you  need  the  very  best  professional  advice,  turn  to  Cyprus.  We're  perfectly 
^ y placed  to  provide  you  with  highly  stalled  services  based  on  the  latest  technology. 

The  quality  of  our  professionals  makes  us  world  class.  In  fact,  Cyprus  is  one  of  the 
world's  top  four  countries  for  the  number  of  graduates  per  bead  of  population. 

the  centre  * Served  by  33  scheduled  airlines,  we're  easily  reached  from  Europe,  the  Middle  East 

of  excellence  or  North  Africa,  and  we  can  talk  directly  to  98%  of  the  telephones  in  the  world. 

We  speak  not  only  Greek  and  English,  but  many  other  languages.  Above  all,  we  speak  the  language  of 
your  business.  And  we’re  ready  to  help  you  make  it  more  efficient  and  more  profitable. 

You  can  consult  our  experts  personalty,  or  by  mail  or  fax.  Our  professionals  will  come  to  your  country 
but,  better  still,  why  not  come  to  Cyprus?  It’s  a beautiful  place  to  visit 

Contact  us  now  for  more  information. 

MINISTRY  OF  COMMERCE,  INDUSTRY  AND  TOURISM,  1421  NICOSIA,  CY-CYPRUS. 
FAX:  00357-2  375120,  Email:  mcitrade@cytanet.com.cy 
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Food  experts  meat  In  Brussels  cm  Wednesday  to  discuss  plans  to  send  100,000  forms  at  pfemeat  to  Russia  as  food  afct  following  a period  of  chronic  ovar^firodnclton 


MONDAY  8 


Cross-border  tax  threat 

Plans  to  introduce  a European 
Union-wide  system  for  taxing 
cross-border  savings  which  have 
alarmed  international  bond  markets  wUl 
be  consider  ad  by  the  European 
Parliament  at  its  week-long  meeting  In 
Strasbourg.  Although  amendments 
seeking  to  exempt  bonds  from  the 
directive  were  rejected  in  committee, 
there  was  backing  to  cut  the  rate  of 
tax  from  20  to  15  per  cent  On 
Tuesday  parliament  gives  a first 
reading  to  a proposed  directive  on 
copyright  and  the  internet.  A particular 
issue  Is  whether  private  copying  of  a 
new  CD  from  the  internet  should  be 
allowed  and  more  than  350  recording 
artists  from  across  Europe  have 
petitioned  the  parliament,  seeking  an 
extension  of  copyright  law  to  protect 
music  on  digital  delivery  systems. 

MEPs  will  also  consider  legislation  to 
cut  air  and  water  pollution  and  police 
genetfcatty-modrfied  products. 

EU  budget  reform 

European  Union  economics  and 
finance  ministers  will  try  to  make 
progress  on  reform  of  the  EU's 
finances  as  part  of  the  ambitious 
Agenda  2000  negotiation  that  is  due  to 
be  completed  at  a special  summit  of 
leaders  in  Berlin  in  March.  The  Ecofln 
council  meeting  in  Brussels  win  also 
review  the  economic  and  budgetary 
policies  of  Italy,  Portugal,  Sweden  and 
the  UK  in  the  light  of  the  European 
Commission's  criticism  of  Italy  and 
Portugal  last  week. 

Northern  highlights 

The  Nordic  Council  and  the  Baltic 
Assembly  hold  a joint  conference  In 
Helsinki  on  topics  Including  the 
European  Union's  Northern  Dimension 
policy,  crime  and  security. 

EU-ACP  conference 

A European  Union- African,  Caribbean 
and  Pacific  (ACP)  countries  ministerial 
conference  is  scheduled  to  be  held  in 
Dakar. 

Fighting  water  stress 

The  search  for  solutions  to  the  world’s 
water  crisis  is  the  focus  of  a 
conference  In  Geneva  sponsored  by 
the  United  Nations  Educational, 
Scientific  and  Cultural  Organisation 
and  the  World  Meteorological 
Organisation.  By  2025,  according  to 
WMO,  the  number  of  countries 
suffering  from  ‘water  stress’’  will  rise  to 
34  from  29,  and  the  number  of  people 
affected  will  be  at  least  five  times 
today’s  132m.  Future  vulnerable 
regions  include  the  Pacific  coast  of  the 
US  and  South  America. 


College  discussion 

Plans  for  an  independent 
Hungarian-ianguage  university  In 
Romania  will  be  on  the  agenda  when 
Radu  Vasfle,  the  prime  minister  of 
Romania,  is  scheduled  to  visit  Hungary 
for  talks  with  his  counterpart  in 
Budapest,  Viktor  Qrtoan. 


Holiday 

Slovenia. 


TUESDAY  9 


Bad  blood  trial 

Former  French  prime  minister  Laurent 
Fabfus,  former  soda/  affairs  minister 
Georgina  Dufofx,  and  former  health 
minister  Edmond  Herv6  go  on  trial 
charged  with  involuntary  homicide  to 
connection  with  the  deaths  of  seven 
people  who  received  blood 
contaminated  with  foe  HIV  virus.  The 
accused  served  in  foe  Social  1st 
government  from  1984-86  under 
President  Frangois  Mitterrand. 

German  pay  demand 

IG  Metall,  the  largest  trade  union  in 
Germany,  holds  the  next  round  of  talks 
on  its  pay  demand  ii  foe 
south-western  dty  of 
NoTOwuerttemberg-Nordbaden.  On 
February  3,  IG  Metall  refected  a 2.3  per 


cent  offer  from  engineering  Industry 
leaders  as  "ridiculous”.  The  union 
wants  a 55  per  cent  average  wage 
increase.  Unless  there  is  progress,  It 
plans  to  begin  strikes  on  February  11. 

Clinton  goes  south 

BHJ  Clinton,  the  US  president,  visits 
Mexico  and  Central  America  for  talks 
with  Central  American  leaders  to 
discuss  plats  for  the  long-term 
recovery  of  the  region  after  Hurricane 
Mitch,  which  kflfed  at  least  9,000 
people  and  caused  more  than  $5bn  in 
damage. 

Biodiversity  talks 

Delegates  from  170  countries  attend 
the  opening  of  a two-week  meeting  in 
Cartagena,  Colombia,  on  biodiversity. 

FT  Surveys 

Business  of  Travel;  Business  Books 
(UK  editions  only). 

Holiday 

Lebanon. 


WEDNESDAY  10 


Pig  population 

A European  Union  meeting  of  national 
experts  on  pigmeat  production  is 
scheduled  to  take  place  fn  Brussels. 


Chronic  overproduction  has  seen 
prices  fall  by  26  per  cent  since  August 
The  EU  has  three  times  raised  export 
subsidies  and  now  plans  to  send  an 
extra  100,000  tonnes  of  pigmeat  to 
Russia  as  food  aid.  Ranee  would 
prefer  a compulsory  piglet  slaughter 
scheme  but  this  is  opposed  by  Spain, 
Ireland,  the  UK  and  Denmark. 

German  tour 

Dominique  Strauss-Kahn,  the  French 
finance  minister,  starts  a three-day  tots' 
of  eastern  Germany  as  part  of  efforts 
to  expand  German-Franco  relations. 

He  win  meet  local  political  leaders  and 
speak  in  Berlin  and  Dresden. 

Y2K  assistance 

A team  of  rriffitary  computer  experts 
from  the  US  ts  scheduled  to  visit 
Russia.  They  are  to  assist  the  defence 
ministry  in  Moscow  in  dealing  with  the 
Year  2000  computer  problem. 

The  team  is  expected  to  visit  strategic 
missile  sites  and  early  warning  stations 
ahead  of  talks  on  financial  aid  to  solve 
the  problem. 

Summit  in  the  sun 

The  Group  of  15  developing  countries 
holds  its  summit  meeting  in  Kingston, 
Janaica  (to  February  12). 

Korean  questions 

Masahiko  Komura,  Japan's  foreign 
minister,  is  expected  to  make  a 


two-day  trip  to  South  Korea.  He  wfll 
discuss  overall  issues  between  the  two 
countries  as  wall  as  North  Korean 
issues  such  as  rts  missile  development 
and  suspected  underground  nuclear 
site. 

Holiday 

Malta. 


THURSDAY  11 


Opening  up  finance 

World  Trade  Organisation  members 
meet  in  Geneva  to  deckle  when  to 
bring  Into  force  a global  pact  opening 
up  banking.  Insurance  and  securities 
sendees  to  foreign  competition.  The  53  . 
countries  (fechtding  14  of  the  15  EU 
member  states)  that  have  ratified  the 
deal  are  expected  to  go  ahead  with  foe 
original  plan  for  entry  into  force  on 
Math  1,  despite  delays  in  ratification 
by  the  remaining  17  countries  that 
signed  the  pact  in  December  1997. 

The  laggards,  which  include 
Luxembourg,  Brazil  and  Australia,  wfll 
be  given  more  tfrne  to  Jakt  •' 

Olympic  inquiry 

The  fnqtriry  panel  set  up  to  Investigate 
allegations  of  bribery  by  members  of 
foe  Salt  Lake  Olympic  Committee  Is 
schedded  to  start  work.  SLOC  staff 
are  accused  of  bribing  International 
Olympics  Committee  offlctaZs. 


Noodle  summit 

The  world’s  leading  makers  of  instant ' 
noodles  are  scheduled  to  meet  in  the 
Indonesian  resort  of  Ban  for  their 
second  world  summit  The  txxxfie . 
producers,  from  China,  Japan,  South 
Korea,  Thailand  and  Taiwan,  wfll 
discuss  the  possible  adoption  of 
common  standards. 

Holidays 

Japan,  Taiwan,  Cameroon,  Iberia. 


FRIDAY  12 


Impeachment  vote 

The  US  Senate  b expected  to  teles  Its 
final  vote  In  the  Impeachment  trial  of 
president  Bffl  COnton. 

Holiday 

Taiwan. 


SATURDAY  13 


Peace  negotiations 

The  Colombian  government  wB  open 
peace  talks  in  Antioqula  Province  with 
representatives  of  the  Cubarnfospirad 
National  Liberation  Army,  Cokxnbb'a 
second  hugest  rebel  group.  : 

Middle  East  tour 

Joschka  Rschw,  German  foreign 
minister,  and  Miguel  Moratinoa,  the 
European  Union  envoy  to  the  Middle 
East,  start  a two-day  visit  to  Cairo  for 
talks  with  Egyptian  president  Hosni 
Mubarak,  as  part  of  a six-nation  Middle 
East  tour  (to  February  14J. 

FT  Survey 

The  UK  pic  Awards  ( UK  actions  only). 

Holiday 

Taiwan. 


SUNDAY  14 


Bridging  the  gulf 

The  foreign  ministers  of  Slovenia  and 
Croatia,  Boris  Friec  and  Mats  Grants, 
are  expected  to  meet  to  discuss  the 
issues  that  have  hampered  bitataraf  A 
relations  since  the  two  countries 
seceded  from  Yugoslavia  in  1991. 

These  Include  agreeing  foe  two 
countries'  frontier  and  the  management 
of  a jointly-owned  nuclear  power  plant 
atKrako. 
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Other  economic  news 

Monday:  UK  manufacturing 
output  is  thought  to  have 
fallen  about  0.25  per  cent  in 
December  from  the  previous 
month,  leaving  production 
for  the  fourth  quarter  as  a 
whole  down  by  a little  over  1 
percent  Producer  output 
price  inflation  has  remained 
subdued.  German  Industrial 
production  Is  expected  to 
have  fallen  0.5  per  cent  in 
December,  the  first  monthly 
and  annual  decline  in  1998. 
Wednesday:  The  Bank  of 
England  publishes  Its  latest 
quarterly  Inflation  report 
With  activity  slowing  and 
inflation  pressures 
diminishing.  HSBC  expects 
UK  Interest  rates  to  fall  to  5 
per  cent  by  the  summer, 
following  last  week's  half 
percentage  point  cut  to  5.5 
per  cant  Germany's  trade 
balance  should  have  ended 
1998  with  a December 
surplus  of  DM12.0bn. 
Thursday:  US  jobless  claims 
may  have  risen  by  about 
300,000  in  the  week  to  Jan 
30.  Retail  sales  are  believed 
to  have  been  robust  in 
January,  growing  0.4  per 
cent  from  December. 

Friday:  The  Bank  of  Japan 
Is  expected  to  leave  its 
official  discount  rate 
unchanged. 


Statistics  to  be  released  this  week 
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across 

l Sound  of  water?  (G) 

4 Sad  passage  to  Quote  in 
turn  (8) 

9 ft  Introduces  a wrong 
denial  (4-2) 

10  Abuse  found  In  rapid  dis- 
pensing of  drugs  (8) 

12  Stranger  dismissed  — rides 
Off  (B) 

13  Oral  agreement  for  a rise 
(G) 

18  Act  of  revolution  (4) 

16  Censorious  writer  (45) 

19  A spell  of  darkness?  (5.5) 

21  Crack  shot  (4) 

23  False  arrest  of  French  intel- 
lectual (6) 

28  Odd  number  (8) 

27  Fancies  a drink  when  in 
. semi-retirement  (B) 

28  Garment  out  of  kilter  (6) 

29  They  lack  co-ordination, 
these  problem  children  (8) 

30  Official  statement  about 
harbour  (6) 


DOWN 

1 Drop  in  radioactivity?  (4j 

2 Upset  pudding  leads  tc 
riot  breaking  out  In  fore 
restaurant  (9) 

3 Dress  I put  on  about  spr 
(6) 

5 Yearn  for  a clear-heac 
man  (4} 

8 An  idiot  races  round  e 
causes  trouble  (8) 

7 Wagon  overturned  on  « 
em  trail  (5) 

8 Futuristic  bail  CO 

11  He  wfll  act  badly,  beinj 
spiteful  person  (7) 

14  It's  not  profitable  to  mi 
0) 

17  Venetian  painter  on  a < 
tie  round-up  (9) 

18  A short-lived  engagemi 
(8) 

19  Savage  blast  that  Is  c 

peering  TO 

21  Tense,  perhaps,  but  fet 
less  (7) 

22  Light  in  it,  for  examp 
goes  out  (6) 

24  Respond  to  a plea  to 
back  on  the  stage  (5) 

26  He  Inscribed  Bcclesiasti 
books  In  part  (4) 


MONDAY  PRIZE  CROSSWORD 

No.9,908  Set  by  DANTE 

A prize  of  a Tombow  Lucca  fountain  pen  and  roller  ball  set,  worth 
will  be  awarded  fix-  the  first  collect  solution  opened.  Solutions  by 
Thursday  February.  18,  marked  Monday  Crossword  9,908  on  the  enve- 
lope, to  the  Financial  Times,  l Southwark  Bridge,  LwAm-  SEl  9HL. 
Solution  on  Monday  February  22.  Please  allow  28  days  for  delivery  of 
prizes. 
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NOTICE  OF  EARLY  REDEMPTION 

Abbey  Notional  Treasury  Services  pic 

(the  «lssuer») 

£ 100,000,000 

CaHablo  Step-Up  Guaranteed  Notes  due  2000 

UncondtionaBy  and  irrevocably  guaranteed  by 

Abbey  National  pic 

(the  *Notes») 

in  accordance  with  Concfition  9(d)  of  the  Terms  end  Corrftions 
of  the  Notes,  notice  is  hereby  given  that  the  Issuer  will  redeem 
the  outstanding  Notes  or  February  17, 1999.  Notes  will  be  re- 
deemed at  Their  principal  amomt  together  wifo  Bocrued  inter- 
est to  February  17, 1 999. 

Payment  of  principal  and  interest  will  be  made  against  presen- 
tation and  surrender  of  the  Motes  and  all  unmatured  Coupons 
appertaining  thereto  at  the  specified  office  erf  any  of  the  Paying 

-Acjerns  Sstadbeiow.  !f  any  Notes  presented  for  payment  vvnh- 

out  all  unmatunad  Coupons  appertaining  thereto,  the  Ml  amount 

of  any  such  missing  Coupon  wi  b©  deducted  from  the  pflnbpei 

amount  due  for  payment  Any  amount  of  principal  so  deducted 
vvflbepaklbithemarvTQrmemionedabowagE^airrender 
of  the  relative  missng  Coupon. 

Notes  and  Coupons  w§  become  vad  unless  presented  far  pay- 
ment within  a period  of  ten  years  for  Notes  and  five  yeas  for 
Coupons  from  the  Relevant  Date  relating  thereto  (as  defined 
in  Condition  12). 

Interest  wiesass  to  accrue  an  the  Notes  as  from  February  17, 
1999. 

Principal  Paying  Agent 
Kretfietbenk  S A Uscembourgeoise 

43,  boulevard  Revel 

L-2955  Luxembourg 

Paying  Agents 

Brown  SNpiey  and  Co.  Limited  KBC  Bank  N.V. 
Founders  Court  Arenbergstraat  7 

Lothbuy  6-1 OOG  Brussels 

London  EC2R  7HE 

Trustee 

The  Law  Debenture  Trust  Corporation  pic 
Princes  House 
96  Gresham  Street 
London  EC2V7LY 

London,  February  6,  T999 


